INSTITUTE of STATISTICS 
Oxford 


November, 1947 No. 17 


Bulletin Vol. 9 


ae prea aieee yy ne ee ee 


THE TECHNIQUE AND PROGRESS OF CZECHOSLOVAKIA’S 
TWO-YEAR PLAN: 


I. POLITICAL AND ECONOMIC BACKGROUND 


To judge the achievements of the Czechoslovak Two-Year Plan it is 
essential to see them in the context of the condition of the Czechoslovak 
economy and the nature of the Czechoslovak state after liberation. Immedi- 
ately after Allied liberation the Czechoslovak economy was in a weak con- 
dition. One writer? estimates that the German occupation caused damage to 
the extent of 430 thousand million crowns at pre-war prices, or about six 
times the average pre-war national income. Industrial production was only 
about 50 per cent of pre-war.3 Productivity had been reduced by years of 
war-time fatigue and under-nourishment. Many technicians and executives 
had been killed by the occupying power. Of the remainder, some were 
abroad, and others, who had collaborated with the enemy, had fled or been 
arrested. 

Anticipating difficulties of this sort, the Czechoslovak Government-in- 
exile had agreed on a far-reaching policy of reconstruction. Dr. Benes stated 
in 1944: ‘ Our State will carry out a number of economic and social changes 
and will adopt the principle of a planned political and economic policy.’s 
The agreed economic changes were incorporated in the Kosice Programme 
drawn up by the Government (consisting of all the legal political parties), in 
April, 1945. The main feature of this programme was the placing of a large 
section of industry and finance under State control. 

Many enterprises belong to collaborators were taken over by the employees 
on the country’s liberation; and the property of collaborators, and of Germans 
and Hungarians, was formally taken over by the State under the Nationaliza- 
tion Decrees of October 1945.5 So were all enterprises employing more than 
a certain number of people, a number generally varying from 300 to 500 
according to the industry concerned,® and all mines. The degree of national- 

1 We are very grateful to Dr. Goldmann of Prague, for considerable assistance he has 
given us, both when we were in Prague and by correspondence. He bears, of course, no 
responsibility for the views expressed here. ‘ ; 

2 Jan Roubal, 7'wo Years of Work (Orbis, Prague), p. 9. ‘ In this survey, damage to 
buildings, life and health has not been included.’ On the other hand, items like ‘ Currency ’, 
‘ Banking ’, etc., are included and it is likely that these are ‘ paper ’ losses to some extent. 

3 Goldmann, Czechoslovakia—Test Case of Nationalisation (Orbis, Prague), p. 16. 


4 Fourth message to the People of Czechoslovakia from London. 
2 Avteve small paberprives hare been or will be handed over to private owners. 


* Exceptions were printing and building. 
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isation therefore varies widely from industry to industry, only covering 10 
per cent of all employees in building, but over 80 per cent in utility industries 
and 100 per cent in mining. In industry as a whole about 65 per cent of 
employees are working for nationalised concerns. Outside industry, banking 
and insurance were nationalised. 

By these means the State obtained a commanding position in the economy. 
The strength of the trade unions was also increased. They are represented 
on the managing committees of national enterprises and on the co-ordination 
committees for industrial groups of enterprises. They are consulted in the 
appointment of managers and in the fixing of wages, and on both these 
questions their opinion carries considerable weight. The influence of the 
trade unions on the policy of works councils is considerable, and these works 
councils have themselves many consultative functions.' So at all levels the 
trade unions have considerable influence on economic policy. ‘ The Czecho- 
slovak Trade Union movement is not a Government organisation—as in the 
U.S.S.R.—nor does it stand completely aside from national administration 
as in Great Britain, but it forms an autonomous part of the social and economic 
public administration.’? 

The first post-war year was spent largely in solving the problems of 
organisation which were raised by so rapid an economic and social change, 
and by the dislocation caused by the expulsion of Germans and Hungarians. 
Despite the loss of labour that resulted from this expulsion (over 200,000 em- 
ployed Germans leaving), the total in industrial employment actually rose from 
978 thousand in September 1945 to 1,086 thousand in December 1946. The 
number of women workers increased from 244 thousand to 304 thousand in 
the same time, and other labour reserves to be tapped were Slovakia and 
unemployment.3 ‘The loss of Germans in particular meant a shortage of 
skilled workers in many categories. This problem was tackled with extensive 
training schemes, and during these 15 months overall industrial productivity 
rose from about 67 per cent to about go per cent of the pre-war level.4 

There was a considerable danger of inflation during this period, with 
production still relatively low and incomes at a high level, and with a large 
budget deficit. ‘This was met by a blocking of bank balances early in 1946,5 
a measure partly designed to facilitate a capital levy, which will be especially 
severe on war-time increases in wealth.6 Some releases have been per- 
mitted to meet urgent cases of personal need but the bulk of the balances are 
still blocked. The blocking of bank balances helped to check spending on 
luxury goods and services, and therefore has prevented resources being 


? Including a veto power on hiring and discharging workers, and the right, in fact the 
obligation, to report inefficient management. Works councils also receive 10 per cent of 
the firm’s profits. 

* Towards a Better Life \id. by Jan Sejhar (Orbis, Prague), p. 16. 

> Goldmann, op. cit., p. 23. , 

* Goldmann, op. cit., p. 28. 


_° Cash holdings had to be paid into the banks and were, therefore, blocked at the same 
time. 


6 It seems that this levy will only be directed at financial wealth, and that real-prope 
will be excluded. f Lake gf 
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diverted to the satisfaction of inessential demands. In addition prices and 
wages were stabilised at approximately three times the pre-war level (with 
rents however restricted to only the pre-war level). 

The total effect of these developments is a far-reaching political and social 
transformation, which appears to have created considerable enthusiasm among 
the operatives on whose labour the success of the plan in the last resort 
depends. 

II. THE DEVELOPMENT OF THE PLAN 


On July 8th, 1946, Prime Minister Gottwald put the policy of the newly- 
elected Government in a statement to the National Assembly. ‘ The funda- 
mental idea of the Two-Year Plan,’ he said, ‘ is to raise the production of 
capital and consumer goods above pre-war level in order to achieve an appro- 
priate rise in the standard of living of the population.’! Certain global targets 
were suggested for all the basic industries. On July 16th, a resolution 
entrusted certain ministers with preparing the ground for an economic plan. 

A Central Planning Commission was set up and directed to prepare a 
detailed Two-Year Plan. The 15 members of this Commission are drawn 
from all the political parties. In drawing up the Plan controversial issues of 
policy were always decided by compromise, so that on all points the Plan was 
supported by all 15 members, which facilitated its acceptance by the political 
parties. he Central Planning Commission has as a technical bureau the 
State Planning Office, and the necessary statistical information is provided 
by the State Office of Statistics. 

The main work of planning fell, however, to 18 Commissions, dealing 
with the following fields : Agriculture, Industry, Building and civil engineer- 
ing, Transport, Slovakia, Backward Czech Districts, Basic materials, Labour 
mobilisation, Capital investment, Price and wage levels, Finance and 
currency, Administrative reform, Publicity, Legislation, Exports, Economic 
organs, Standard of living, and Culture.3 These Commissions were also 
composed of representatives from all parties in addition to non-party experts. 
A great shortage of trained administrators and economists has developed, 
and one immediate objective is ‘ to raise the special qualifications of the civil 
service.’4 

Next in organisational structure below the Commissions were the * work- 
ing parties ’ for separate industries,5 responsible for supplying Commissions 
with data about the productive capacity of each sector of the economy. On 
the basis of the reports of working parties, rough ‘ perspective’ plans were 

ue Statement of policy of Mr. Gottwald’s Government ’ (Ministry of Information, Prague), 
3 rks ‘Economic Council ’ consisting of Ministers with economic portfolios, trade union 
representatives, etc., was originally entrusted with supervising the plan and advising the 
Government on economic policy, but it became difficult to distinguish its functions from the 
Cabinet on the one hand and the Central Planning Commission on the other, and it appears 
to have lapsed. > . 

3 The last two are still in the process of formation. 4 Gottwald, loc. cit., p. 45. 

5 The original working parties were for mining, power, iron and steel, chemicals, glass, 


pottery, woodworking, textiles, leather and rubber, food; but others have been subse- 
quently added. 
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drawn up for each sector of the economy, covering the following points : 
production targets, raw material and power requirements, labour require- 
ments, investment, further development. These were co-ordinated into 
comprehensive plans by each Commission, who checked the separate plans 
(calling in some cases for changes); and the same process was repeated at the 
top level by the Central Planning Commission, which ensured that there were 
no contradictions between the targets and requirements presented by the 
different Commissions. The overall plan which now resulted was presented 
in The Two-Year Economic Plan Act on October 25th, 1946. 

This Act laid down the main production targets for each sector of the 
economy, and stated what their implications were for labour mobilisation and 
material supply. Broadly speaking the fundamental aims are first to raise the 
industrial labour force to 1937 levels by the end of 1948, and to achieve 
productivity 10 per cent higher, which together will provide industrial 
output 10 per cent above that of 1938, (compared to a level 20 per cent below 
1937 at the start of the Plan), and secondly to reach the pre-war level of 
agricultural production. The industrial target really consists of.two com- 
ponent targets—to pass the 1937 level by a considerable margin in the key 
industries which form the backbone of the plan and provide one-third of the 
total value of the country’s output; and to approach the 1937 level in the 
other two-thirds of the economy (a level still well above the present output 
in most cases). The success of the plan would mean not only the country’s 
reconstruction but also the achievement of living standards above the pre- 
war level. ‘ If these overall targets are reached by the end of the two-year 
period it will be possible to remove rationing step by step.’ 

There were some legal difficulties in combining precision with flexibility, 
which were solved as follows. While the targets of the Plan have legal force 
in that paragraph 15, clause 1, of the Act states that ‘any person soever 
entrusted with a task . . . is under the obligation of carrying it out consci- 
entiously and economically, within the limits of his personal and social 
circumstances and his economic capacity,’ other clauses empower the 
Government to ‘re-define the tasks,’ ‘should any substantial change take 
place in the premises on which the Two-Year Plan was based.’ 

‘The next step was to produce much more detailed ‘ operative’ plans. 
‘ After the passing of the Two-Year Plan Act . . . the Central Planning 
Commission . .. worked out operative plans, t.e. divided up the global tasks 
laid down in the Act among the economic units comprised in the various 
sectors: in industry, among the enterprises and workshops; in agriculture, 
among the various districts and parishes; in building, among the various 
units of public administration, etc., so that, from January Ist, 1947, every 


citizen entrusted with some task in the Two-Year Plan knew exactly the nature 
and extent of the task assigned to him.’2 


1 Gottwald, loc. cit., p. 43. 


* Dr. Outrata, President of the Central Planning Commission, preface } 
. » S + 7 t 
Czechoslovak Economic Plan (Orbis, Prague), an official explanatory meinen ides 
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While the Act contained targets for both years, the operative plans 
covered only 1947. They specified the volume of productien that would be 
expected for each commodity and for each month of 1947 from a unit of 
production. They also stated the raw materials that would be allocated to 
each unit and the labour that would be required by each unit each month 
if these targets are to be reached. These operative plans, which were drawn 
up in consultation with individual enterprises, were approved in December 
1946, and circulated to all those concerned, so that they would be able to 
make the necessary arrangements before the Plan officially started on Jan. 1st, 
1947. 

III. SpeciaL FEATURES OF THE PLAN 

First, ‘ the Czechoslovak Plan is, in the main, a plan of reconstruction ’.* 
(Contrast the development plans of the Soviet Union, Yugoslavia, etc.). The 
investment programme was based on a decision that 20 per cent of the total 
national income for 1947 and 1948 could be invested in capital goods, and on 
the following very rough national income estimates. 

This investment programme of 70 milliard crowns for 1947 and 1948 is 
shown in greater detail in Table II.3 


TABLE I. National Income and Investment. 
(Milliards of Kcs) 
1946 1947 1948 
Actual Planned Planned 
National Income ... siais ie ee ane eee 145 160 180 
Personal and Government Consumption ace Bac 130* 130 140 
Gross Investment ... eee = ee ors 5 a HG 30 40 
Investment as a percentage of National Income =a 9.7 18.75 22.2 


* Of which 5 was believed to have been consumed by Germans subsequently transferred. 


TaBLe II. Planned Gross Investment 1947-8 (milliards of Kes). 


Industrial Construction... “vs os as ‘ee ete 75 
uipment Tae vr ese S58 eee aoe 17.9 

ie Total oats os Das aa See oo 25.4 
Agricultural Construction ... aor oe ae Sie S08 1.5 
Equipment oe 25e vas eee eee Bsc BLY / 

Total oP a a 303 = eee ae 5:2 
Transport Construction... aoe ars 500 ae “86 6.4 
Equipment ta oe ee oa soe Ass 8.7 

So Petal nee ae ee Bai vas ae — 15.1 

Housing ae 5a aac ane mee 14.0 
Public Works Construction ... Bs bis ia aie bas ee 

=e OS Genie eas alee hol eel Da len ee nee OF 

Total Gross Investment ... wate See sco 69.9 


1 Dr. Outrata, loc. cit. ; . 

2 The First Czechoslovak Economic Plan, pp. 79-80. Actually National Income is net, and 
is not strictly comparable with gross Investment. Also more accurate estimates of national 
income are now available. The above estimates are given because they were used as the 
basis of planning. - ; 

: Coupied on sections 4 and 6 of the Two-Year Plan Act, giving construction and total 
investment plans. 
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The limit set to the investment programme was that ‘ any further increase 
in capital investment would make the ro per cent rise in the standard of 
living anticipated in the Bill impossible ’.t The percentage of the national 
product allocated to capital formation is still large, however. In addition, 
small-scale capital investment may be undertaken provided it is “ capable of 
execution by local labour not employable for the purposes of the Plan and 
with exclusively local basic material resources’. This heavy investment 
programme is not, however, considered incompatible with the emphasis on 
restoring pre-war living standards. ‘ With very few exceptions these invest- 
ments are not ‘ new’ investments; they will not extend the capital equipment 
in any industry beyond the pre-war level. Because during the occupation 
wear and tear, as a rule, was not made good, a large backlog of replacement 
demand for investment goods has been created and must be liquidated . . .’3 
The programme was also checked against the capacity of the investment 
goods industry. 

Investment of nationalised firms is mainly financed out of a special fund 
into which all profits of nationalised firms are paid. It is intended that 
approximately half of the finance of the investment programme under the 
plan shall be raised in this way. The other half will be raised by private 
savings, mobilised by the banks. Private savings are forecast at 10 per cent of 
the national income, which incidentally indicates that the plan does not in- 
volve great inflationary pressure. In view of the blocking of bank balances 
dis-saving cannot become considerable, and net saving of this order represents 
a reasonable target. 

Secondly, the plan only refers to a number of basic objectives. The Czech 
planners worked outwards from the most important ‘ bottlenecks’: coal, 
power, iron and steel, transport, and capital goods—the key industries 
covering about a third of the economy. At the same time they also adopted 
targets for the most important consumers’ goods industries: food, clothing 
and footwear, ‘ because lagging output in these industries was likely directly 
or indirectly to endanger fulfilment of the second basic aim of the plan’ (to 
raise consumption above pre-war levels) .4 In addition ancillary industries 
supplying the most important materials were also included, and further 
consumers’ goods industries such as brewing were later added. Altogether 
about 60 per cent of industrial workers are engaged in production for which 
targets are set by the plan. Output in other sectors is, of course, to some 
extent, indirectly planned in that these sectors only get what labour and 
materials and investment facilities are available after the requirements of the 
planned industries are satisfied. ‘ We shall, however, extend planning to 
the rest of our economy ’, states the official explanatory memorandum. 


1 The First Czechoslovak Economic Plan, p. 80. 

* Op. cit., p. 99. The example is given of the maintenance of secondary roads by seasonally 
unemployed labour using sand and gravel. ® Goldmann, op. cit., p. 35. 

“Goldmann, op. cit., p. 34. Goldmann goes on to say: ‘ If industrialisation were the 


basic aim of the plan, no such emphasis Id h i 
ea aaa i) a phasis would have been placed on consumption goods 
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The third important characteristic of the plan is that it was imposed ‘ from 
above ’, “It was ... not found possible to invite the workers of each enter- 
prise to draw up a counterplan setting a target higher than that proposed in 
the original plan. Lack of planning experience was not the only reason for 
this deviation from the customary pattern, say of the first Soviet Five-Year 
Plan. . . Any counterplan, by absorbing labour or scarce raw materials in 
excess of the original plan, would necessarily endanger is fulfilment in some 
other branches.’! Moreover, the planning authorities were not always able to 
consult individual concerns before setting the global targets given in the 
‘Two-Year Plan Act, although the ‘ operative plans’ were naturally always 
the product of consultation. 

Fourthly, the plan is drawn up in terms of targets for sectors of the 
economy instead of regional targets. ‘ At the beginning it is impossible to 
take much notice of geographical factors, and regional planning is the second 
stage, which could only be touched here and there.’? The important excep- 
tion to this is that a special regional plan was drawn up for Slovakia, witha 
set of regional targets. Slovakia is relatively under-developed, and for this 
region the Plan does have a ‘ development ’ content, involving a considerable 
degree of industrialisation. ‘ The coherence and unity of the State require 
that the economic standard of Slovakia should rapidly approach the economic 
standard in the Czech lands.’3 In fact for Slovakia the gross investment 
planned is 22 milliard Kcs for the two years, or more than 30 per cent of the 
total national investment.4 In addition some special investment plans have 
been drawn up for the undeveloped Czech districts. 

The fifth special characteristic is that the plan covers both nationalised 
and private enterprise. Since mining is the only industry completely national- 
ised, the plan for all other industries depends to some extent on the co- 
operation of private enterprise. Private firms are grouped in Industrial 
Associations (an arrangement taken over directly from the German occupa- 
tion), which arrange the targets of the individual private firms. A private 
firm would be free to stand outside the plan, but it would lose its priorities for 
labour and materials, and there appears to be no case of self-exclusion yet. 

An important provision of the Act is that: ‘ Full equality is guaranteed 
to all forms of enterprise—whether Government or local authority, national, 
co-operative or private enterprise—in the carrying out of the Two-Year 
Plan, by according to all the same opportunities and conditions for the 
development of their economic activities.’s In addition the Government has 
given a guarantee that ‘it regards the drive for the nationalisation of pro- 
duction as finished.’6 


1 Goldmann, op. cit., p. 37. + f 

2 From an unpublished memorandum by Emil Martinec, Head of the Industrial Depart- 
ment of the State Planning Board. 3 Gottwald Joc. cit., p. 23. 

« Although the population of Slovakia is only slightly under 30 per cent of the total 
population, the proportion of investment to be undertaken must be considered relatively 
high, becausethe backward condition of this province means that asmaller share of Slovakian 
investment is needed for maintenance and replacement of capital equipment. 

5 Two-Year Plan Act, Section 15 (2). 86 Gottwald, loc. cit. 
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This ‘mixed’ nature of the economy applies in another and rather 
surprising way, in that profit-making is a major objective, even of nationalised 
concerns. The first aim of the manager of a nationalised concern is how to 
reach the production target he has been set, but the second is to achieve 
profits. Since the influence of indirect taxes and subsidies is not very con- 
siderable, the structure of production has been determined to a large extent 
by ‘ market possibilities ’. The avoidance of inflationary pressure was in these 
circumstances an essential pre-condition for the concentration of resources 
on increasing output in the key industries. 

This reliance on the price system was somewhat modified by the intro- 
duction this year of a ‘ turnover tax’, designed to absorb some of the extra 
profits due to increasing productivity and higher sales.1 The proceeds were 
partly used to subsidise wage-goods (e.g. working clothes and footwear and 
food).? In addition subsidies are also paid (financed by the national budget) 
directly to farmers. 

Another result of the attention given to profitability is that managers have 
resisted price reductions (a resistance supported in some cases by the works 
councils because of their 10 per cent share in profits noted above), even 
though in some cases the price structure, still largely unaltered from the 
structure created earlier by price control authorities, does not appear to bear 
a close relation to current costs. 


IV. PRODUCTIVITY 


In spite of the restricted scope of the Two-Year Plan, considerable 
emphasis is now being laid on the problems of ‘ qualitative planning’ and 
especially on productivity of labour. Now that the most urgent and immediate 
tasks of reconstruction have been completed, it has become possible for 
increased attention to be given to the problem of raising output per head. 

As part of this programme, attempts are being made to devise more satis- 
factory standards of efficiency in industry. There has apparently been a 
marked tendency on the part of many firms to regard profits as the sole index 
of performance; but this criterion is of course by no means reliable. As a 
first step towards obtaining a measure for making comparisons between enter- 
prises, a uniform system of accountancy is being introduced.3 At the same 
time, in the words of the Government memorandum, ‘it is necessary to 
determine standards of labour, of material and power consumption and of 
quality of the product ’,¢ and progress is now being made towards this. 

In addition to this attempt to increase the efficiency, both in technique 
and in organisation, of individual firms, the rationalisation of industries as a 
whole will also play an important part in raising output. To quote once again 
the Government's statement on the plan, ‘ the production programme must 


1 The rates are 3} per cent on the manufacturer’s turnover, 1 per ce H 
and } per cent on the retailer’s. Since these taxes cannot Renate BS poe ett aa 
sumer (because of price control), they are more ‘direct’ than ‘indirect’ in nature. A series of 
stiffer indirect taxes on luxuries are also being imposed this month. 

* The price index of all foodstuffs was reduced 10 per cent by this means. 

* Under an Act of May, 1946, “* The First Czechoslovak Economic Plan,’ p. 86. 
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be simplified, and the division of work among the different enterprises as 
well as standardisation and typification of products must be intensively 
furthered.’* These measures are gradually being introduced, but there is at 
the moment no published information concerning their precise character or 
extent. 

So far as the workers are concerned, the Government attaches import- 
ance to the introduction of piece rates or bonus systems wherever this is 
possible. At the same time efforts are made ‘ to strengthen working morale ’, 
to enlist the active and intelligent support of workers in the attempt to fulfil 
the ‘T'wo-Year Plan, and to reach the targets for individual workshops and 
factories. Suggestions by workers for increasing production are welcomed 
and rewarded; works councils—though their main concern is with welfare 
problems—-co-operate with management in order to devise better methods 
and to increase efficiency. Obviously the degree of success obtained by these 
measures must vary greatly as between different enterprises, and in this 
context again no detailed information is available. 

In agriculture, ‘it is the task of the Two-Year Plan to provide in all 
districts tractor stations and to equip them with the minimum of tractors 
and agricultural machinery required. Similarly the network of local and 
regional agricultural co-operatives for the joint use of machinery must be 
extended and their equipment enlarged and supplemented.’3 The Govern- 
ment has also announced its support of the voluntary merging of farms to 
form larger and more efficient units; and in the border districts, when 
resettlement was taking place, compulsory mergers were carried out, ‘in 
order to prevent the superfluous partitioning of estates.’4 So far as building 
is concerned, the Government has stated that greatly increased mechanisa- 
tion, and the extended use of prefabrication methods and of new materials, 
will be necessary. 

In the long run, of course, the widespread introduction of new methods 
and machinery will become the principal means of increasing efficiency over 
the economy as a whole. But the Two-Year Plan is not concerned to meet 
this more long-term aspect of the problem; the investment programme of 
the plan is sufficient only to meet the needs of reconstruction and to restore 
the general pre-war level of capital equipment.s 


V. MANPOWER 
The fulfilment of the Two-Year Plan will require both an increase in the 
total productive labour force and a change in the distribution of manpower. 
As noted above, the aim of the plan is that by the end of 1948 the labour force 


1 Op. cit., p. 86. 

2 The motor-car industry, however, may be cited as an example. The number of model. 
has been greatly reduced as compared with 1937 and- associated with this reduction 
there is now a far greater degree of specialisation between firms. Moreover, the manu- 
facture of components for motor vehicles is centralised in the hands of a national corpor- 
ation and standardisation is being introduced to the fullest possible extent. 

3 Gottwald, op. cit., p. 17. 

“Op: ctt., p. 13. 

5 Cf. Section ITI. 
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should have reached its pre-war level. Moreover, if certain of the individual 
production targets are to be attained, and if industry is not to be held up 
through specific shortages of materials and components, it is clearly of the 
first importance that workers should be recruited for bottleneck industries. 

So far as the first problem is concerned, the difficulties were accentuated 
by the loss of German workers and the higher proportion of administrative 
and clerical workers as compared with the pre-war period. In the Two-Year 
Economic Plan Act, the overall additional labour requirements were estimated 
at 270,000 workers for industry, 90,000 for building and constructional work, 
and 230,000 for agriculture. These figures were split up, (a) as between the 
Czech Lands and Slovakia, and (b) as between men and women workers as 
follows : 

TaBLe III 


Estimated Labour Requirements under the Two-Year Plan (by the end of 1948) 
(a) By region. 


Sector Czech Lands Slovakia Total 
1. Agriculture and forestry ae xed 225,000 5,000 230,000 
2. Industry ae ane Bae aR 223,000 47,000 270,000 
3. Building AB te ae Soe 77,000 13,000 90,000 

Total =; coe we Nae ex 525,000 65,000 590,000 

Source: ‘ The First Czechoslovak Economic Plan.’ 
(b) By sea. 

Sector Men Women Total 
1. Agriculture and forestr aa as 113,000 117,000 230,000 
Bi Industry ade ee we ers 195,000 75,000 270,000 
3. Building eb 2 sak eis 86,500 3,500 90,000 

Totalienne poe hie Sy 394,500 195,500 590,000 


evita “Le Probleme de la Main-d’oeuvre dans le Plan Biennal Tchecoslovaque,’ by J. 
azak. 

It will be seen that the Slovak labour requirement for industry is relatively 
large; this is of course a result of the programme of industrialisation in 
Slovakia which is envisaged by the Two-Year Plan. 

‘These estimates were drawn up on the basis of the production targets 
planned for the various industries for the end of 1948. As in the case of 
the production targets themselves, the global estimates were broken down 
into specific figures for individual enterprises through the agency of the vari- 
ous operative plans. The estimated labour requirements of each enterprise 
for each month of 1947 were also compiled, and these figures were subject 
to the approval of the Central Planning Commission, which was advised 
by the local labour offices. Once these estimates are approved they serve as 
directives both to the enterprises concerned and to the local offices. Provision 
is made for revising the estimates in the light of changing circumstances. 
The labour offices work in accordance with lists of priorities which are drawn 


up centrally every three months and which indicate the degree of urgency of 
labour requirements in different industries. 
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The principal sources from which it is hoped to recryit the additional 
workers have been set out in full in the Government Memorandum:! ‘The 
The detailed quantitative estimates of what was expected from each of these 
sources are given in the following table : 


TaBLe IV 


Estimates of Additional Workers forthcoming during the Period of the Plan. 
(Figures in thousands). 


Czech 
Sources of manpower Lands = Slovakia Total 
1. Public administration and enterprises a. peste LOO) 5 105 
2. Wholesale and retail trade ... eee aoe <i 25 } 5 }35 
3. Banks and insurance companies... a aS 5 
4. Reserves in industry ... mee aes eee a. 50 — 50 
5. Reserves in the countryside ae “se Soe 25 50 7} 
6. Persons indisposed to work aes Ae sea 10 — 10 
7. Young recruits See wee ere aes vee 50 20 70 
8. Women nt ane see ae ae oe LOO 40 140 
9. Disabled persons se sé: a8 ee aoe 5 } 5 \20 
10. Retired and pensionable persons 10 
11. Re-immigrants ae was 55 ns oe 20 35 Se) 
12. Foreign workers ~ sa sof sae pee 30 = 30 
Total » 5. ae a ae ce ee Se Pw) 160 590 


Source: Prazak, op. cit. 


So far as industrial employment is concerned (for agriculture no adequate 
statistics exist) the programme of recruitment appears on the whole to have 
been successful. The following table gives figures of ‘persons engaged 

TABLE V 
Industrial Employment, August 1946—April 1947 


Number employed Index number of industrial 

Month in industry employment (1937 =100) 
August Fe oe aoe 1,200,500 85.9 
sa Soe iathes T2 ne Ses 1,202,300 86.0 
October se ae 5x 1,197,100 85.6 
November ... a ane 1,239,400 88.7 
December ... +a ae 1,258,600 90.0 
1947 January on 5c ss 1,235,700 88.4 
February... eee 350 1,263,500 90.4 
March oo oc det 1,274,300 91.2 
April ~ ae a 1,284,600 91.9 
Maye 2 er = Bo 1,304,100 93.1 
June pas est ae 1,314,000 94.0 
july... as 233 aa 1,319,000 94.3 
August oe see Mee 1,329,000 95.0 
1,361,000 97.3 


September ... a eae - 
Y es: Statistical Bulletin of Czechoslovakia, August 1947, ‘Economic Survey of 
We ete September 1947(published by the State Planning Office). 
in manufacturing’ from August Ist, 1946 (the above requirements were 
drawn up on the basis of the situation existing at that date) to April 1947. 
The figures include those employed in the mining and building industries. 
It will be seen that the total expansion of the labour force required is of 


the order of 16.4 per cent (i.e., from 85.9 per cent of the 1937 labour force to 
1 The First Czechoslovka Economic Plan, p. 82. 
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100 per cent.)' In the 14 months after Aug. rst, 1946 (the labour require- 
ments were drawn up on the basis of the situation existing at that date) there 
has already been an increase of approximately 13.3 per cent. However, there 
still a serious labour shortage in certain industries, notably building and is 
building materials. 

The chief sources for new recruits to industry appear to have been 
juvenile entrants, women workers and Slovak workers. ‘ Equal pay for 
equal work’ was introduced soon after the liberation, and this seems to have 
played a considerable part in attracting women into industry; in November 
1946, the index of average hourly wage rates for men stood at 286.5 (1939= 
100) while the figure for women’s wages was 386.5.3 It would appear, from 
the official statistics of employment in public administration, that the 
attempt to transfer workers from this sector into productive work has met 
with indifferent success. 

The second aspect of the problem of manpower is that of the distribution 
of the labour force between different industries. The success of the plan 
could be seriously endangered by the persistence of bottlenecks due to 
inadequate recruitment of workers for certain critical industries. Examples 
of such industries are coalmining and building materials. As a means of 
correcting maladjustments of this kind, the Government has so far relied upon 
a policy of improving wages and conditions in ‘undermanned’ industries, 
so as to attract new workers. As the Government Memorandum puts it, “by 
appropriate wage scaling the industries important for the two-year plan must 
be made more attractive to labour.’4 This policy has been carried out with 
the full support and co-operation of the Trade Union movement; and with- 
out Trade Union approval no important change in wages or in social policies 
can be introduced.s As a result of this close trade union co-operation, and of 
the general recognition of the need for a wages policy, serious grievances 
concerning wages and conditions seem to be rare; and although the right to 
strike is fully recognised, strikes are very infrequent, and are almost never 
concerned with such issues as wages or conditions. 

The following table gives details of wages and salaries in the main indus- 
trial groupings for May 1947. The figures are corrected for seasonal varia- 
tions and show average monthly earnings on the basis of a normal 48-hour 
week without any overtime work. Unfortunately no continuous series, 
giving similar figures for other dates, appears to be available at present. 


1 It can be seen from Table V that this requires an absolute net increase in the labour force 
of about 200,000, while the total labour requirements over the period of the Plan for manu- 
facturing industry and building are assessed at 360,000 (see Table III). This discrepancy 
is probably explained by the fact that in August 1946 the industrial labour force included 


about 150,000 Germans, who had to be replaced. In July 1947, 57,000 German workers were 
still employed in industry. 


2 Cf. Goldmann, op. cit., p. 23. 


* Figures taken from ‘ Towards a Better Life ’ (p. 23). In September 1945, th i 
indices were 162.6 and 179.3. P hed aris niddtien dcaaies 


*‘ The First Czechoslovak Economic Plan,’ p. 86. 


°It should perhaps be remarked that all organised workers, including administrative 
and clerical staff are members of the one, union. Membership is voluntary 
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TABLE VI 
Average Straight-time Monthly Earnings in Industry, May 1947* 
Industry Wages Salariest 

(Kes) (Kes) 
Mining... ee Sat S06 ace ses sé 4,217 7,002 
Iron and Steel .... 35% poe ee ome net 4,065 5,617 
Electricity Supply ae SBS a <n as 3,838 4,972 
Gas and Water Supply ... 36 ae oe sas 3,654 3,922 
Building . Be ees a os ds ts 2,841 4,981 
Building Materials sia Ss ae as ae 2,652 4,765 
Chemicals sz we Nee = ae — 3,241 yet Rely 
Leather... nee a S65 oes am oe 3,302 4,554 
Breweries ... ae a aac cae si6 Bee 3,100 4,932 
Distilleries sie sae ses <a a ore 3,074 4,404 
Textiles... ae Ass sae <t sh bs 2,293 4,421 
Clothing ... se ee = aise ae = 2351 4,398 
Engineering ate ee cae oe fie oe 3,291 4,882 
Printing ... tee ae dee ani si Sac 3,274 5,093 
Paper = sins Soc ar ae aie ee 2,491 4,956 
Flour Mills 25 a aoe ies sists ibe 2,812 4,215 
Glass 8 os Sis one os =a sea 2,879 4,476 
Woodworking... on Ke hats = Eas 2,783 4,392 
Sugar se i353 ast gas in Exe ae 2,901 6,284 
Food (Processing) Bes tin a me as 2,521 4,289 
Sawmills a 2,506 3,894 


* 200 crowns approximately equals /1. 
+ Figures for salaries show average earnings of all clerical and administrative staff. 
Source: Research Department of the Czechoslovak Trade Union Movement (R.O.H.) 

Recently wage increases have occurred in the building and building 
materials trades, and in agriculture and forestry. The general level of wages 
in agriculture is considerably lower than in industry: average monthly 
earnings on the basis of a 48-hour week would probably be about Kcs 1,600- 
1,700. To some extent this discrepancy is narrowed by payments in kind to 
agricultural workers, and the cost of living is lower in country districts. 

The policy of attracting workers into undermanned industries is supple- 
mented by the recruitment of temporary volunteer workers—from other 
industries, from the universities, etc.—to help in mining, agriculture, and so 
on. At the same time, overtime work is encouraged in such industries, and 
overtime earnings are not subject to taxation. Another method of influencing 
the distribution of labour, which seems to have been used extensively, is 
that of persuading juvenile workers—by improved conditions and prospects, 
by supplying information (through Youth Advice Bureaux), etc.,—to enter 
those industries where they are most needed. 

So far the Government has placed exclusive reliance upon these volun- 
tary measures; it was originally stated at the inception of the Plan that ‘the 
mobilisation of labour would be carried out as far as possible on a voluntary 
basis as is in keeping with the democratic nature of our State ’.'_ Employees 
declared redundant (in administration, for instance) would, it was stated, 
‘ be given the greatest possible freedom in the choice of new employment ’;? 
and no measures of direction have been used to recruit workers for essential 
industries. However, recent legislation has empowered the Government to 


1 The First Czechoslovak Economic Plan, p. 81. 2 Op. cit., p. 84. 
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introduce such measures, should it consider them advisable. The success of 
the wages policy cannot as yet be finally assessed; the response of workers to 
changes in the wage structure takes time to develop and to make its effects 
felt. It is possible that voluntary measures alone will be sufficient, and this 
is the hope of the Government. But the shortage of accommodation is 
reducing the mobility of labour—in spite of efforts to provide priority housing 
for workers who move to essential industries—and for this and other reasons 
the wages policy may have to be supplemented by positive direction. The 
final success of the policy will be indicated by the extent to which direction is 
avoided. 
VI. THE First MONTHS OF THE PLAN 

So far the Two-Year Plan seems to have achieved a considerable measure 
of success. In coalmining and iron and steel, in which the output targets 
had been set at a high level and attainment of the targets was of crucial 
importance, the results have so far been on the whole satisfactory. The 
output of building materials, of certain chemicals, and of a number of food 
products fell seriously below the target figures; and the supply of several 
(mainly imported) non-ferrous metals was also well beneath the planned level. 
But it seems that up to now none of these deficiencies (except that in building 
materials) has endangered the fulfilment of other tasks laid down in the plan. 
Building construction, however, has fallen considerably short of the target in 
all branches of activity. 

The degree of fulfilment of the targets in the main industrial sectors is 
shown in Table VII, together with the figures for some of the more important 


TaBLE VII 
Percentage of Attainment of the Two-Year Plan in Industry, January—August 1947 
Industry Percentage Industry Percentage 
of attainment of attainment 
1. Mining _ cee mee ce / 5. Chemicals aS as SS 
(a) Bituminous coal ... vos 989 (a) Phosphate fertilisers ts." S479 
(b) Brown coal mie wwe! 102.3 (6) Nitrate fertilisers ... «Sapne QOET 
(c\eironvore: =) ©... aie soo pO (c) Sulphuric acid Pe Se BOOT, 
2. Power Supply ... oe .-- 100.4 (d) Rayon = oe ieee he) 
(a) Electricity soe oa 99.9 6. Glass... i oa 90.4 
(b) Gas one ase es» LO5.3 7. Stone, Clay and Ceramic 
3. Iron and Steel ... cri wer LOS Products *°".. cee ae 90.3 
(a) Pig Iron... =n -.. 104.8 (a) Bricks ace sie «©, 83.0 
(6) Steel <a a SLO E (b) Tiles... Ax ae --- 104.0 
(c) Castings... ise sae 2e0e 8. Paper ... Soo ACE: oe. SELL 
(d) Steel rolled products se LODZ 9. Woodworking ... a5 --- 109.6 
4. Metal and Engineering Products 96.1 10. Textiles and Clothing... ap 718?) 
(a) Railway wagons and car- (a) Cotton and vigogna yarn... 112.4 
Tiages... = sag SOL (b) Woollen tissues... mee 98.0 
(b) Locomotives ae cee kL 2.8 11. Hides, Leather and Rubber... 100.7 
(c) Tractors : at Scene toed (a) Leather footwear ... ane a OOS 
ieiLomniee, motor cars and Ane (b) Rubber footwear ... sete b29-1 
uses ais ams oat ; ‘ih f i 
(e) Agricultural machinery ... 108.2 Ad A to sstdags ihe 
(f) Machine tools ie ase OL. 
(g) Roller bearings... angle! Total (all 11 groups) ... ss) 599.6 


Source: Industrial Reports of the State Statistical Office of Czechoslovakia. 
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partial targets ’ within these broad groupings. It will be seen that serious 
under- or over-fulfilment of the target has in general been avoided, particu- 
larly in the case of some of the most important sectors such as mining and 
iron and steel. Moreover in certain cases (e.g. coal, cotton yarn, ball-bearings, 
agricultural machinery) over-fulfilment renders easier the attainment of 
other targets. At the same time, some of the most conspicuous cases of under- 
fulfilment have shown little sign of improvement during the last few months, 
and this is perhaps an ominous sign. 

One of the results of the first months of the Plan has been an appreciable 
rise in the standard of living. The cost of living index has fallen from 312 
in the first quarter of 1947 to 283 in August (1939=100), while wages and 
salaries do not appear to have altered much during this period. This fall in 
the cost of living has partly been due to the fact that income tax on the lower 
and medium grades of income has been greatly reduced—on the average by 
about 50 per cent.t It is, however, unlikely that this rise in real wages will 
be universal because of the disastrous drought this year. 

Percentage attainments for each month for the 11 industrial groupings 
in Table VII are shown in Table VIII. 


TaBLe VIII. Percentages of attainment in industry for each month January to September, 1947 


Industry Jan. Feb. Mar. Apr. May June July Aug. Sept. Jan—Sep 
Mining « «- 104.8 101.3 108.1 101.8 100.5 96.7 95.0 90.9 97.4 99.4 
Power Supply ... 100.1 96.3 95.7 98.8 104.4 103.0 105.2 102.6 105.9 101.0 
Iron and Steel ... 112.8 106.7 113.6 108.3 102.6 104.8 106.0 166.2* 109.2 110.1 
Engineering oe 1091051 05-92-1055) 5 198:0) O00, §89'3) 105.85 79:3 89:6 5 95:2 
Chemicals eed20e 82:0) 93-2 9173" 92:5) 88.4" 92:0 8/7. Sosa amos.) 
Glass ... eee) O55 920 044788719 90.55 86:2, OIE OSS 0.989 Se O03 
Stones@lay ele. 951 6O8-4 0185.80 069:4 o Of. 691.05 197.5) 96:1 103s 92°2 
Paper-s. soe 99:On 1015 109 5-116:6 115.9 1111 105:41459'5* 113.5 101k 
Woodworking... 98.6 94.8 114.0 110.2 110.5 113.0 130.4 114.7 118.5 109.5 


Textiles, Clothing 112.1 100.5 108.1 101.7 94.3 93.3 921 85.9 100.0 98.1 
Leather, Rubberetc 103.3 108.4 111.5 126.3 106.7 107.5 62.1 81.1 108.7 101.7 


Total ..- 104.9 100.4 105.6 102.2 98.3 97.2 97.4 100.0 100.7 99.7 


Source: Industrial Reports of the State Statistical Office of Czechoslovakia. 

* This remarkable degree of overfulfilment seems to be due to the setting of abnormally 
low targets in August for castings (in the case of iron and steel) and cellulose (in the case 
of paper) ; it is not due to increased output. 


A period of nine months is not sufficient to furnish a basis for any final 
assessment of the results of the Plan, though it is clear that a remarkable 
degree of success has in fact been achieved. The extent to which maladjust- 
ments and serious underfulfilment of targets can be corrected during the 
coming months will give a more decisive indication, both of the realism shown 
in drawing up the Plan and of the effectiveness with which it has been put 


into operation. 


1Cf. Goldmann, op. cit., p. 56. The unusual procedure is adopted of including income 
tax in the index. The tax structure is now sharply progressive. A worker earning Kes 
3,700 per month, which is rather better than average (see Table VI) pays approximately 
6 per cent in income tax, a manager or professional man earning Kcs 10,700 por month 
pays approximately 24 pee cent, and 47 per cent on marginal income. (Source: Sbirka 

ii 1/7/47). 

rate shee a that in the first few months of the Plan the country was 
undergoing an exceptionally severe winter. 
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VII. ForEIGN TRADE 

During the last six months of 1945, Czechoslovakia’s economic recovery 
was assisted by several foreign credits. The total amount of these credits 
was $162 million (Kcs 8,100 million), of which $72 million came from the 
United States and $38 million from the United Kingdom.' Partly as a result 
of this aid, and the assistance given by U.N.R.R.A., it was possible for 
Czechoslovakia to obtain supplies essential for reconstruction during the 
latter half of 1945, and to maintain an import surplus during that period. 
During 1946 both exports and imports increased steadily, and throughout the 
year there was an appreciable export surplus. To some extent, however, this 
surplus is misleading, since the value of U.N.R.R.A. supplies was not 
included in the import statistics. In the first eight months of 1947, imports 
increased more rapidly than exports, and it seems likely that the problem of 
the balance of payments is becoming increasingly serious. 

Imports and exports during 1945, 1946 and the first eight months of 
1947 are shown in Table IX. 


TaBLe IX 

Imports and Exports, June 1945—August 1947 

(Monthly averages) (millions of Kcs) 
Date Imports Exports 
1945 (last six months) sor “ne nee “te 129 83 
1946 cae ads xe - - 853 1,195 
1947 January “bd =e aes mae nde 1,528 1,938 
February ee asa nee ae eG ESi2 1,708 
March ... ee Lee “ee “be ce 1,965 1,814 
April ":.. “ef of Ase as we 2,262 2,452 
May ae sig “OA = see ae 2,853 2,580 
June ses rye son <oe = oe 2,693 2,478 
July ae wes ae cog ser ao 2,567 2,371 
August ... Ses res Bas “oe tor 2,537 1,916 
1947 (first eight months) ... Lce Be xf 2,240 2,157 


Sources: U.N. Monthly Bulletin of Statistics ; State Statistical Bulletin of Czechoslovkia ; 
and Foreign Trade of Czechoslovakia, published by the State Statistical Office. 

Raw materials are by far the most important item of imports, amounting 
to 61.9 per cent of the total for the first eight months of this year. ‘ Food 
products and beverages’ accounted for 15.5 per cent. and manufactured 
products for 22.2 per cent. On the export side the proportions during this 
period were : food products and beverages 12.4 per cent, raw materials 15.5 
per cent, and manufactured products 72.0 per cent. The chief sources of 
imports were the United States, Great Britain, Switzerland, Sweden, the 
Netherlands and Belgium, in that order; while the principal export markets— 
again in order of importance—were Switzerland, Sweden, the Netherlands, 
Belgium, Great Britain and Yugoslavia. 

The most serious deficits are with the sterling and dollar areas. During 
1946 exports to the United States exceeded imports by Kes 230 million, but 
for the first eight months of 1947 there was a deficit of Kes 1,478 million. 


+See United Nations Department of Economic Affairs, Occasional Papers 
Financial Needs of the Devastated Countries: AReport. ; Puubyeie * 
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So far as Great Britain is concerned, the deficit over 1946 was Kes 490 million, 
and for the period January—August 1947 Kes 1,021 million.4 

At the beginning of 1947, available gold and foreign exchange holdings 
were: gold $7.2 million (Kcs 360 million); foreign exchange $6.8 million 
(Kes 340 million). In addition to these reserves, the balance of foreign 
credits available for expenditure in 1947 was stated as $33 million (Kes 1,650 
million), of which $r1o million remained from the British credit of 1945 and 
$1 million from the loan granted by the U.S. Export-Import Bank.s The 
Czechoslovak quota in the International Monetary Fund amounts to $125 
million, so that in a period of one year $31,250,000 (Kes 1,567.5 million) may 
be withdrawn. Comparison of these reserves with the current hard currency 
deficit suggests that the problem of maintaining essential imports is extremely 
grave—even though much of the deficit with the sterling and dollar areas 
can be covered by means of export surpluses with other countries which 
have convertible currencies (e.g. Switzerland). 

There is a strict system of foreign exchange controls, and all exchange 
requirements are subject to licence. Lists of import needs for the different 
industries are drawn up centrally, by the Central Directorate in the case of 
nationalised concerns, and by the Industrial Associations of private employers. 
It appears that the method of export control adopted is not uniform : in some 
cases industries are expected to export a certain proportion of their output; 
in others this obligation is placed on individual firms rather than on the 
industry as a whole; and it appears that in certain instances the rather curious 
principle has been adopted that firms should cover their foreign exchange 
needs by exporting. It has apparently been found necessary to divert 
exports artificially, by means of a licensing system, to hard currency areas, 
since frequently higher prices can be obtained in soft currency countries. 

As a long-term measure for insuring against balance of payments diff- 
culties, trade agreements have recently been signed with the neighbouring 
Slav states—Poland, Yugoslavia, Bulgaria and the U.S.S.R. The following 
table shows the total amounts which will be involved in cach agreement over 
the period of the treaty concerned. 


TaBLe X. Trade Agreements between Czechoslovakia and the other Slav States 


State Volume of deliveries on each side Period of treaty 
during period of treaty (milliard (years) 
Kes) 
Yugoslavia wae Pa ane a5 5 
Bulgaria ae Bot ioe 2.4 4 
Poland ... eee eae Ser 15.9 5 
U.S.S.R. See ee fine 22.0* 5 


* It appears that the exact figure is not yet known in the case of the U.S.S.R. This esti- 

ate is based on newspaper reports. ; ‘ eet 
papa se Bulletin of the Institute of Economic and Social Research of the Socialist .\cademy, 
(Prague), July, 1947. 


: ing 1946 imports from the U.S. formed 8.3 per cent of total imports and imports 
A og aa Britain 8.9 per cent ; for the first eight months of 1947 the respective propor- 
tions were 12.5 per cent and 11.1 per cent. 

5 See Financial Needs of Devastated Areas, p. 41. 
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Under these agreements a steadily increasing proportion of Czechoslova- 
kia’s trade will be with the Slav countries. ‘ According to developments so 
far, we may estimate the total amount of exports . . . at 25-30 milliard Kes 
per annum. Our yearly exports to the Slav countries will amount to 9-10 
milliard Kcs, i.e. to about 35 per cent of the whole, in contrast to the 10 per 
cent of the entire export trade which constituted our exports to the Slav 
countries until now. Deliveries will be smaller at the beginning, rising in the 
course of the period of the agreement and exceeding 35 per cent of our total 
export trade. If we also consider the possibilities of delivery to Hungary and 
Rumania! the share of exports to states with a planned economy will rise to 
approximately 50 per cent of our entire export trade by the end of the term of 
agreement. ’? 

Under the agreements Czechoslovakia will obtain supplies of foodstuffs 
and raw materials; the exports delivered in exchange will consist mainly of 
capital goods. It is hoped that, if the terms of the various agreements are 
successfully fulfilled, and similar treaties are concluded with Hungary and 
Rumania, aconsiderable part of Czechoslovakia’s essential import needs will be 
guaranteed; while at the same time the long-term development of investment 
industries can be undertaken on the basis of an assured and expanding market. 
In the absence of further information it is impossible to assess the chances 
that these optimistic expectations will in fact be realised. 


VIII. ConcLusions 

The evidence which we were able to collect about Czechoslovak recon- 
struction would seem to support the following tentative conclusions, which 
may contain lessons for planning in Britain and Western Europe. 

(1) Interim results of the Two-Year Plan indicate that detailed planning 
techniques can be successfully applied to a complex economy which is fairly 
highly industrialised, and where nationalised industries exist side by side 
with a small but not unimportant private sector. It is unlikely that these 
results would have been achieved without ‘ specific ’, as opposed to ‘ global ’, 
planning, including the breakdown of the overall targets into targets for each 
enterprise, with legal sanctions behind the targets and with detailed budgets 
for the allocation of resources. 

(2) It seems that the provision of targets showing the contribution each 
enterprise is expected to make to the Plan, together with an estimate of the 
effect on living standards if all enterprises fulfil the Plan, acts as a stimulus 
to the working population which is possibly more powerful than slogans 
generalising the need for higher output. 

(3) Full co-operation from workers in increasing production, including 
of co-opeartion in carrying out a wages policy, can be achieved in the 
political context of substantial social change, such as is evidenced by large- 
scale nationalisation, and particularly by the influence of unions on the for- 
mation and administration of economic policy. 

P. D. HENDERSON __ D. Sexers. 
1 Since this was written, an agreement has in fact been signed with Hungary, but details 


have not yet been available. * Bulletin of the Tistitute of Economic and Social Research 
of the Soctalist slcademy, luly 1947, p. 1. j 


NOTES ON NON-DISCRIMINATION 
I 


In the BuLLETIN for August 1947, Sir Hubert Henderson expresses 
doubts * whether plans based on non-discrimination as the key principle (italics 
mine) are likely, in the conditions left behind by a second major war, to 
secure a large volume of international trade’. He contends that ‘ with large 
scale disequilibria in the international balance of payments to be corrected, 
insistence on non-discrimination (italics mine) is likely to prove a contractionist 
influence of great potency ’. 

These statements offer an opportunity of reconciling what appear to be 
widely divergent views on the vexed question of non-discrimination. 

Possible views on this matter may be divided into three categories :— 

(a) Insistence on non-discrimination in all circumstances; 

(6) Insistence on complete freedom for countries to discriminate in any 
circumstances ; 

(c) The. view that non-discrimination is desirable in some circumstances 
and discrimination in others. 

Many—perhaps most—of those who think seriously about this subject 
hold views that would fall into the half-and-half category (c). But there is a 
tendency for those who emphasise the dangers of non-discrimination to be 
regarded as holders of the extreme view (6), that countries should be free to 
discriminate in all circumstances, while, conversely, we find Sir Hubert 
Henderson implying that those who believe in ‘ non-discrimination as the key 
principle ’ must hold the extreme view (a), ‘ insistence on non-discrimination ’ 
in all circumstances. 

It is important that as much agreement as possible should be reached on 
this matter. The first step is to agree on the undesirability of insisting either 
on non-discrimination in all circumstances or on complete freedom to dis- 
criminate. The next step is to agree, in broad principle at least, on the cir- 
cumstances in which non-discrimination is desirable, and on those in which it 
is desirable to permit discrimination. Agreement on these matters would be 
a great step forward. There would still be room for differences of opinion on 
the commercial policy that should in fact be pursued, but these could fairly 
easily be attributed to differences of judgment as to the future course and 
pattern of world trade, the importance of multilateral commerce, the practica- 
bility of international agreements, and so on. It may, therefore, be useful to set 
out briefly some of the main arguments for and against non-discrimination. 
We shall not discuss questions of international justice or morality (will non- 
discrimination reduce international friction; is Imperial Preterence any more 
discriminatory than free trade, behind a high tariff, between the 48 states of 
the U.S.A. or than a Customs Union between Belgium and Tolland ;! and so 

1 It is not suggested, of course, that the question of Customs Union versus Preference is 
wholly one of justice or morality. Whether, and in what circumstances, the former or the 


latter will be moze conducive to a large world trade is an important ‘ economic ' question, 
but there is no space for a discussion here. 
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on). We shall concentrate here on the more * economic ; aspects, and in 
the main on the effects of discrimination and non-discrimination on the world 
total of international trade—the principal question raised by Sir Hubert 
Henderson. This does not, of course, imply that a greater world trade will 
necessarily mean greater welfare for the peoples of the world, or for particular 
nations; and something will be said in later Sections and in the Annex about 
the particular interest of Britain, the divergent interests of individual nations, 
the quality as opposed to the quantity of international trade, and the objective 
of stability. 


Il. THe Case For Non-DISCRIMINATION 


First, then, the arguments for non-discrimination. Non-discrimination 
can mean many different things, but in this context we shall take it to mean 
that countries in general buy their imports in the cheapest foreign market. 
This is a very broad definition, but there is no space to discuss here such 
questions as the allowance to be made for “ commercial ’ considerations other 
than the price (a provision of particular significance for long-tcrm contracts), 
the discrimination between foreign countries that may be indirectly involved 
in import duties and restrictions of varying severity on particular products, 
the difficulty of defining non-discrimination when quantitative import 
restrictions are imposed, and so on. 

The most general argument for non-discrimination as a means of maximis- 
ing world trade follows, I suppose, directly from our definition. The more 
countries take advantage of the cheapest sources of supply, the greater will be 
international trade; and, conversely, to forego such advantages means fore- 
going desirable consumption, the stimulation of less efficient domestic pro- 
duction, and a limitation on the international division of labour. More 
particularly, a country will often use freedom to discriminate to buy more 
from countries which are disposed to buy from it and less from other coun- 
tries; and more from countries with which it has a favourable balance, and 
less from countries with which its balance is unfavourable. This will reduce 
the possibilities of triangular, or multilateral trade, and so the total of world 
trade, for the same kind of reasons that barter between individuals will 
permit a much smaller volume of trade than the multilateral commerce that 
is a characteristic of all advanced communities. This argument for non- 
discrimination does not at all imply that those who stress its dangers desire, 
in Sir Hubert Henderson’s words, ‘ to work for a state of things in which 
there would always be a precise equation between imports and exports in the 
trade between each pair of countries’; clearly no sensible person would 
‘work for’ such a state of affairs. But it is vital to remember that if nations 
are left completely free to discriminate in all circumstances, and for all pur- 
poses, on the ground that discrimination can in certain circumstances promote 
trade, and even do so without reducing the total of multilateral trade, then 
there will almost certainly in practice—or so experience suggests—be a severe 
limitation of multilateral trade; and a consideration of the extreme case of 


NOTES ON NON-DISCRIMINATION 377 


completely bilateral trade gives some measure of the maximum loss that might 
be involved. 

Before the nineteen-thirties a large part of world trade was multilateral. 
While the payments and receipts of each country vis-d-vis the rest of the 
world were normally in balance, or nearly so, most nations had large favour- 
able balances with some countries and unfavourable balances with others. 

This is hardly surprising where countries specialised in one or two com- 
modities. For example, some nine-tenths of New Zealand’s exports consist 
of meat, dairy products and wool. The United Kingdom is by far the largest 
market for these products; we took four-fifths of the world’s exports of meat 
and butter before the war and nearly one-third of the world’s exports of wool. 
It is therefore not surprising that the great bulk of New Zealand’s exports 
came to this country. But it would have been surprising if New Zealand could 
have obtained from us all the goods she wished to import. We cannot 
possibly produce tropical products, and there are certain things that we are 
physically capable of producing, but which New Zealand prefers to 
buy from other manufacturing countries that can either sell them more 
cheaply or provide more suitable qualities. In fact New Zealand took 
only about half her imports from the United Kingdom and she therefore had 
a large export surplus to this country (this is true even after allowing for the 
interest payments due to this country). ‘The currency she earned by her 
favourable balance with the United Kingdom, New Zealand spent on 
imports from other countries. It we had been reluctant to convert more than 
a small proportion of this currency, New Zealand would have been unable to 
obtain many of the products she needs. 

Other countries that specialise on one or two products are usually in the 
same position as New Zealand. Coffee, for example, accounted for nine- 
tenths of El Salvador’s total pre-war exports; two-thirds of Panama’s exports 
were bananas; two-thirds of Cuba’s exports were sugar; two-thirds of Bolivia’s 
were tin; two-thirds of Ceylon’s were tea. It would be surprising if the 
countries that required these products were also the countries that had the 
things required by. El Salvador, Panama, and the rest, in exactly the same 
proportions. But so long as there is multilateral trading throughout the 
world, this does not matter. Nations can sell to countries that want their 
products and buy from countries that have the products they want. 

The value of multilateral trade is equally great for countries that do not 
specialise so much, only it is not quite so obvious. A good description is 
contained in ‘The Network of World Trade ’, from which the following illus- 
tration is largely taken. Table I shows the trade of the United States in 1928 
with various parts of the world. 1t will be seen that the United States exported 
roughly twice as much to Europe and to the ‘ Regions of Recent Settlement ’ 
as she imported from them, while she imported twice as much from the 
tropical countries as she exported to them. (The last column of the table 
shows that this general pattern of United States trade was not affected by the 
inclusion of ‘ invisible’ trade and new long-term loans.) 
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The large United States export surplus to Europe is explained by the 
availability in the United States of many commodities (such as tobacco, 
films, up-to-date machinery, etc.) which are required by the European 
countries, but which cannot be obtained in sufficient quantities or at com- 
petitive prices from countries other than the United States. Europe, on the 
other hand, has comparatively few products urgently required by the United 
States; there are few primary products of which she has an export surplus, 
and most European manufactures can be easily produced in the United 
States.1 


TABLE I 
United States Trade, 1928 
$ millions 
7 Visible Visible Balance of Total balance, 
Imports* Exports* Visible Trade allowing for 
invisible trade, 
interest, ser- 
vice of war 
debts, and new 
long-term loans 
Europe... ae Pic 1130 2360 +1230 +340 
‘Regions of Recent Settle- 
ment’ + Ast eee 780 1380 + 600 +370 
Tropics... an Sa 1820 870 — 950 —930 
Rest of World... sioig 680 550 — 130 —280 
Total nee es 4410 5160 + 750 -—-500} 


Source: Network of World Trade. 

* Adjusted figures—‘ frontier values ’. 

+ Broadly, Australia, New Zealand, S. Africa, Canada, Argentine. 

t Offset by reduction of gold reserves (290), and other capital items (210). 

The ‘ Regions of Recent Settlement ’ (broadly the British Dominions and 
the Argentine) have a high standard of living and a scattered population and 
have, therefore, a large demand for such products as radios, refrigerators, 
motor vehicles and labour-saving devices, in the production of which the 
United States has an advantage over most of her manufacturing rivals. On 
the other hand these countries, like the United States, are situated mainly in 
the temperate zones, and have large amounts of agricultural land per head. 
Their main products, such as meat and wheat, are therefore easily produced 
in the United States, and their exports to that country are relatively small. 

The tropical countries produce many things that cannot be produced, at 
least in sufficient quantities, in the United States, either because of the differ- 
ence in climate or because of the absence in the United States of certain types 
of mineral deposits. These products include rubber, sugar, bananas, coffee, 
_ | This does not, of course, imply that more European manufactures could not be sold 
Ve Tad WAS Ti American tariffs were reduced. Recent comparative studies of industrial 
output per head in Britain and America show a wide variation from industry to industry 
in the degree of American superiority. (See, for example, Table V of Mr. Rostas’ article in 
the /conomic Journal for April, 1943, which shows American output per head varying from 
little more than the British in some industries to four or five times the British in others.) 


Although output per head is by no means the whole story, the figures suggest that a con- 
siderable increase in trade might be possible if tariffs were reduced. 


NOTES ON NON-DISCRIMINATION 379 


tea, cocoa, vegetable oils, jute, and various ores and metals such as tin. The 
tropical countries, on the other hand, mostly have a low standard of living 
and, therefore, a relatively low demand for high grade products in which the 
United States has an advantage; they have a large demand for lower quality 
consumer goods, many of which can be more easily obtained in the United 
Kingdom, Continental Europe and Japan; and we find in fact that the United 
Kingdom had a favourable balance with many of the tropical countries. 

An example of the working of the multilateral trading system in the nine- 
teen-twenties is thus given by trade between the United States, the United 
Kingdom and the tropical countries. The United States had a large favour- 
able balance with the United Kingdom; we had a favourable balance with the 
tropical countries such as Malaya; while the tropical countries had large 
favourable balances with the United States. 

If multilateral trading had been restricted, many nations would have 
found it difficult to obtain a large number of products which they required 
from abroad. New Zealand and the United States would have found it diffi- 
cult to obtain tropical products, while the tropical countries would have 
found it difficult to buy from the United Kingdom. Most countries would 
have had either to restrict their consumption of various products, or to pro- 
duce more for themselves. The United States might have had to restrict her 
consumption of coffee and tea; the tropical countries would have been unable 
to buy such a large volume of textile goods because they would have had to 
buy the more expensive products of the United States rather than the cheaper 
products of Britain and Japan; the United States, finding it more difficult 
to pay for natural rubber from Malaya, might have been induced to make 
more synthetic rubber for herself. All this would have meant a reduction 
of international trade and less international division of labour. It would also 
have led to the widespread use of their bargaining power by large importers. 
For example, the United States might have tried to force the tropical countries 
to buy American goods rather than British. 

In the ’twenties, something like one-quarter of all international trade was 
multilateral, which gives some idea of the magnitude of the loss that might be 
involved by discriminatory practices that reduced the possibilities of multi- 
lateral trade. It may be argued that a large part of this multilateral trade was 
accidental. For example, if a reduction in multilateral trade meant merely 
that we took more wheat from countries with which we had hitherto had a 
favourable balance and less from other countries, this would involve simply a 
re-channeling of trade at no great extra cost, so that the total of world trade 
would not be appreciably reduced. It seems likely, however, that the 
potentialities of such reciprocal trade had already been fairly well exploited. 
This is suggested by the mere fact that ships or railway waggons taking goods 
from one country to another can offer low freight rates for return traffic; by 


1 It is true that some of the tropical countries with which the United States had close 
trading relations, especially those in Central America, took a much higher proportion of 
their imports from the United States than from the United Kingdom; but nevertheless 
they had an export surplus to the United States. 
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the existence of Imperial Preference, preferential arrangements between the 
U.S., Cuba, and the Philippines, etc.; and by the commercial relations formed 
by trade in one direction which naturally encourage trade in the opposite 
direction. We also find, for example, that the tropical American Republics 
and the Philippines, which export largely to the U.S., took 46 per cent of their 
imports from the U.S. in 1938 and only 8 per cent from the U.K., although 
we have a comparative advantage in many of the goods demanded by such 
countries ; while Australia, New Zealand and Eire, which export largely to 
the U.K., took 46 per cent of their imports from the U.K., and only 14 per 
cent from the U.S., although America has a comparative advantage in many 
‘ high-income-goods ’. 

The main reason then why non-discrimination will tend to increase world 
trade is that it allows full scope for multilateral trade, while the main danger 
of unbridled discrimination is that it would severely limit such trade, which, 
as we have seen, is a most important and vital part of world trade. 


IlI. Tue Cast ror DISCRIMINATION 


But it is not always true that insistence on non-discrimination will 
maximise world trade; it may lead to higher trade barriers! and a lower world 
demand than would be possible if certain forms of discrimination were per- 
mitted, and the resultant losses may more than offset the advantages of buying 
in the cheapest market and of full multilateral trade. This may be illustrated 
by a few hypothetical examples. 

(a) Let us suppose in the first instance that world employment, production 
and trade are running at high levels and that countries are in general not in 
balance of payments difficulties. Suppose now that a severe depression in, 
say, the United States reduced her imports by one-half while her exports 
were, for a time, maintained at the old Jevel owing to the maintenance of full 
employment in the rest of the world. (United States exports might actually 
be stimulated by a relative fall in American prices.) This is the sort of 
situation that arose in 1938. American imports fell in volume between 1937 
and 1938 by 28 per cent, while American exports were maintained. 

Let us assume further that it is impossible or impracticable to restore 
equilibrium by changing the relative values of the dollar and of other cur- 
rencies, by a reduction in American import barriers, or by an increase in 
American lending. Other countries, as their liquid reserves were reduced, 
would then have to cut down their imports. 

If they cut down wholly on imports from the United States, full world 
equilibrium would at once be restored. The effect of the American slump on 
trade in the rest of the world would not in general be very serious. Let us 
suppose that countries had been sending, on the average, ro per cent of their 
exports to the United States (this is not far from the pre-war proportion). A 
cut of one-half in United States imports would then reduce the exports of 


? Throughout this paper, more and less restrictive state purchase of imports are com- 
prised in the phrases higher and lower trade barriers, 
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other countries by, on the average, 5 per cent. If they now cut their imports 
from the United States by on the average one-half, and made no cuts in 
imports from each other, world equilibrium would be restored with the total 
import and export trade of countries outside the United States reduced by 
only 5 per cent; while the trade of the United States would, of course, be 
reduced by so per cent. (It might even be possible to prevent the 5 per cent 
fall if countries outside the U.S. took more of each others’ products.) 

If, on the other hand, strict non-discriminatory principles were followed, 
countries other than the United States would cut down their imports in 
roughly equal proportions from the United States and from each other; an 
average cut of 5 per cent in their imports would then still leave them with a 
large overall adverse balance with the United States, and the United States 
with a large favourable balance. Further cuts would, therefore, have to be 
made until total imports from the United States were reduced to half of the 
original level; world trade would then once more be in equilibrium, but at 
only about one-half of the original level. 

This is clearly a case where departure from the principle that each nation 
should buy in the cheapest market may lead to a larger total of world trade. 
It should be noted, however, that this simple example takes no account of the 
widely divergent position of individual countries. Some of the complications 
that arise are discussed in the annex, where it is shown that clashes of interest 
would arise; that discrimination in the circumstances described in this 
section (a) and in (b) below would not necessarily benefit every country; and 
that discrimination based on the suspension of the free convertibility of 
currencies into dollars would not necessarily give such a favourable result as 
that described in the previous paragraphs. 

(5) Alternatively, let us suppose that foreign loans or gifts by the United 
States have been used to finance a large favourable balance on current 
account, and that these loans or gifts are now seriously reduced. Whether 
or not this reduced employment in the United States, an analysis similar to 
that in (a) would again be appropriate, and a departure from the principle 
of non-discrimination justified. 

There are, however, two important assumptions implicit in the analysis 
under (a) and (5), apart from the assumption that it is impossible or imprac- 
ticable to restore equilibrium by an adjustment of exchange rates, by de- 
flationary or ‘disinflationary’ measures in non-American countries that 
would not appreciably increase unemployment, by a lowering of American 
tariffs or by other methods not involving direct restriction of imports by 
non-American countries. 

(i) It it assumed that discrimination against imports from America 
by the rest of the world would not induce Americans to curtail their imports 
still further, either in retaliation or for other reasons, or to form their own 
preferential arrangements with countries that agreed not to curtail imports 
from America but to cut imports from Britain and other countries instead. 
(This is a possible form of discrimination that should be borne in mind by 
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those who emphasise the disadvantages of the principle of non-discrimin- 
ation.) These are very important provisos. If the response of the United 
States to discrimination against her goods were to reduce her imports still 
further, or to form her own preferential arrangements, the trade of the 
countries unfavourably affected might be reduced by as much as if the 
principle of non-discrimination had been strictly adhered to from the 
beginning. From the United Kingdom point of view, an attempt to isolate 
ourselves and other countries from the effects of an American slump or a 
large reduction in American loans or gifts might, if America retaliated, also 
isolate us from a large part of the world’s markets.' 

It may be argued that there is no reason why the United States should 
retaliate in these circumstances, because discrimination against United States 
goods would not reduce the total demand for them below the level to which 
it would, have fallen in a world of strict non-discrimination; the world as a 
whole, we might argue, will always contrive somehow to spend in America 
all the dollars that America makes available by importing, lending and gifts. 
But this argument would not necessarily convince individual American 
exporters whose interests were damaged; nor might it convince the general 
American public, or Congress. The danger of American retaliation would 
thus be a very real one, unless the U.S. had given a firm undertaking in 
advance, by accepting an appropriate code of international behaviour or 
otherwise, not to retaliate. 

(a) Another important assumption is that the discrimination is applied, in 
our examples, only against the United States. If the departure from the 
principle of non-discrimination, justified in the first place by the American 
favourable balance, led to the widespread adoption of discriminatory practices, 
world trade might fall by as much as, or more than, it would have fallen if 
non-discrimination had been rigidly adhered to. If countries other than the 
United States began to reduce their imports, not only from the United States 
but also from other countries that did not buy from them, the scope for multi- 
lateral trade would be greatly reduced and so the volume of world trade. 

(c) A third case we may consider is that in which world trade has been 
restricted to a fraction of its previous or possible level, and an: attempt is 
made to reduce world trade barriers all round in a non-discriminatory fashion. 
If now we assume that, say, United States imports do not increase much 
as a result of an increase in her exports (either because she will not reduce her 
tariffs, or because lower tariffs will have little effect in stimulating her 
imports, or because the extra income derived from higher exports does not 
result in a commensurate expenditure on imports), the process will soon 
come to a halt, because the exports of countries other than the U.S. will go 
up less than their imports. (This is largely the reverse of the analysis in 
(a) and (8).) 

In these circumstances trade might be more easily increased if there were 
a lowering of obstacles to the mutual trade of countries other than the 

* More details are given in the Economic Journal for, March 1946 and March 1947. 
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United States but not of barriers imposed against imports from the United 
States by the rest of the world. Again, however, we must enter the same 
provisos that the United States does not retaliate and that the departure from 
the principle of non-discrimination does not get out of hand. 

(d) Quite apart from the existence of countries like the United States in 
our example (c), whose imports do not readily respond to an increase in their 
exports, world trade may sometimes be more easily revived from a low level 
resulting from all round restrictions through discriminatory agreements to 
lower trade barriers than by strict adherence to non-discrimination. The 
reason is that it is easier to reach agreement between a fairly small number of 
countries than it is to reach agreement between every country in the world. 

The extreme case is an agreement between two countries, in which each 
agrees to increase its imports from the other by the same amount. In this 
case, apart from retaliation or other indirect consequences, each will have a 
guarantee that it will be able to finance the additional imports it agrees to 
take. Trade will thus be possible that would otherwise not have been possible, 
if we assume that no such satisfactory guarantee could, in practice, have been 
given as a result of a multilateral agreement, between a number of countries, 
to take more imports, or if trade barriers had had to be reduced in a non- 
discriminatory manner. 

Here again, however, we must enter two provisos. 

(z) It is true that a bilateral agreement of the type described, or a network 
of such agreements, may increase the total of trade above its present level 
without reducing the total of multilateral trade below its present level. But 
before giving our blessing to such agreements we must also be sure that they 
will lead to a greater total of beneficial trade in the future than would have 
been possible in the future if trade barriers had been reduced in a less dis- 
criminatory fashion. For if, on grounds of practicability, we attempt to 
increase trade by such bilateral agreements, we reduce the potential scope for 
expansion! and force the additional trade into bilateral channels, some of the 
disadvantayes of which have already been described; once these channels 
have been formed it will, moreover, be difficult to alter their course. 


1 If, for example, we wished to expand our trade with Palestine, but could offer her, in 
return for an increase in her exports to us, only an equivalent amount of British goods, the 
possibilities of expanding our mutual trade would be limited because Palestine needs things 
other than British manufactures. The sources of Palestine’s imports are extremely varied. 
In 1937, for example, her largest supplier (Germany) supplied only 17 per cent of her total 
imports. She took, in addition, 16 per cent from the U.K. ; 9 per cent each from Syria and 
Roumania ; 7 per cent from the U.S.A. ; 4 per cent from Egypt ; 3 per cent each from Bel- 
gium, Japan, Czechoslovakia and Poland ; 2 per cent each from Iraq, India, France, Italy, 
Turkey ; and 16 per cent from other countries. It is likely that, if she were free to do so, 
Palestine would use the proceeds of an increase in exports to Britain in purchases from a 
wide range of countries. If she were permitted to spend the proceeds only on British goods, 
the practicability of negotiating an agreement might be greater, but the scope for an ex- 
pansion of trade would be smaller. (The scope for bilateral expansion of trade between two 
countries, neither of which has such a wide range of goods to offer as the U.K., would be 
still more limited.) The importance of the limitation mentioned will, of course, vary with 
the type of world we are considering. A greater bilateral expansion of trade will be possible 
with a Palestine with a large surplus of oranges and desperately short of manufactured 
imports than with a Palestine, without such a surplus of oranges or shortage of imports, 
that is anxious to develop her own industries, 
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(ii) The second proviso is that the bilateral agreements do not unduly 
affect the trade of third countries, which they may well do in practice if 
unconditionally permitted. An agreement between two countries, under 
which each merely took more of the other’s products at the expense of 
imports from third countries, might well reduce rather than increase the total 
of world trade.t Even if the two countries made some compensatory increase 
in their imports of other articles from the outside world, many individual 
third countries would be adversely affected by the diversion and would be 
forced, through loss of importing power, to reduce their imports and possibly 
to form their own preferential arrangements; while others, with a margin in 
hand, might be provoked to retaliatory action of a similar nature. It is clear, 
without further elaboration, that the indirect consequences of a discriminatory 
agreement, between two or a small number of countries, that involved a 
measure of diversion of trade from the rest of the world, would have to be 
carefully assessed before we could be certain that it would promote the trade 
of the world as a whole. 


TV. STRIKING A BALANCE 


We outlined in Section II the case for non-discrimination, and in 
Section JII some of the circumstances in which a departure from non-dis- 
crimination may lead to a greater world trade. Our first three examples in 
Section III related to circumstances in which there is a large-scale dis- 
equilibrium in the balance of payments between one part of the world and 
another which cannot be corrected on a non-discriminatory basis without 
restricting world trade to an unnecessarily low level; the fourth was an argu- 
ment for discrimination on grounds of convenience of negotiation when an 
attempt is being made to increase international trade. These four examples 
are not intended to be exhaustive. We have not dealt, for example, with the 
case for discrimination in order to form a ‘ full employment club’ of nations 
—this must be distinguished from the case discussed in example (a) of 
Section III; a primary object of the club would be to isolate its members in 
advance, and permanently, from the economic instability of, say, the U.S., 
and this would be more likely to provoke retaliation. Nor have we dealt with 
the case for discrimination to encourage the development of production by 
long-term contracts above the world price, a case to which many of the 
‘infant industry ’ tariff arguments apply. We have not dealt either with dis- 
crimination to soften the effects of rapidly changing conditions of world 
supply and demand, or with many other proposals that have been made. 

F at A nae ; 
fuiporia fiom the other by &, and fodtaot te epee oe nee ee eae 
balance of trade of both A and B will be improved by X, and that of C sah cs by 2 x. 
If there are no secondary consequences, each country being satisfied with its new balance of 
trade, the total of trade will be unaltered. If C reacts by reducing her imports from both A 
and B by X, the balance of trade of each country will be restored to the original level, and 
total trade reduced by 2 X. If, however, before the reaction of C, A and B are induced by 


their improved balance to increase their imports, the fall in total trade may be lessened 


avoided, or even, if the reaction of A and Bis sufficient : 
for farther elaboration.) iently strong, reversed. (There is no space 
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But the fact that discrimination may in certain circumstances permit a 
greater, or more stable, world trade than strict adherence to the principle of 
non-discrimination does not mean that we should abandon the latter 
principle and permit discrimination in all circumstances. This might 
lead to a smaller world trade than uncompromising adherence to 
non-discrimination ; it would. certainly lead to a smaller trade than 
would result from adherence to a code of international behaviour 
under which discrimination was allowed only in certain carefully 
defined circumstances, and within carefully prescribed limits. For 
example, discrimination may be justified on grounds of convenience in 
negotiating an increase in trade; but we must ensure that it is in fact being 
used solely for this purpose, that the trade of countries other than those 
negotiating 1s not unduly affected, and that a greater or more beneficial 
increase in trade might not have been obtained by non-discriminatory 
reductions in trade barriers. Or again, discrimination may be justifiable, 
when there is large scale disequilibrium in the international balance of pay- 
ments, against what may be loosely called ‘ scarce currency’ countries (the 
term is not used in the Bretton Woods sense); but to ensure that such dis- 
crimination makes possible a greater world trade we must make sure that it is 
exercised only against the ‘ scarce currency ’ countries and not against other 
countries, and that the ‘ scarce currency’ countries do not retaliate. It is 
also important that everything possible should be done to remove or to 
minimise the disequilibrium by adjustments of exchange rates, by appro- 
priate policies of international lending, tariff reduction and full employment 
in the ‘ scarce currency’ countries, by ‘ disinflationary ’ measures in other 
countries, and by other such means. 

It may, of course, be impossible to devise a workable international code 
of the type described, because of the difficulty of defining clearly all the 
circumstances in which discrimination should be permitted, of deciding in 
particular cases whether the necessary conditions are fulfilled, and of deciding 
also whether discrimination, once permitted, is being carried beyond the 
proper limits. It may be impossible to reach agreement on a code that does 
not contain so many escape clauses as to be worthless. The practicable 
alternatives might then be (a) to attempt to secure widespread adherence to 
the principle of non-discrimination with the minimum number of excep- 
tions, or perhaps even with no exceptions at all, (6) to abandon the principle 
entirely and to give full rein to discriminatory practices. The choice between 
these two alternatives would be influenced by such considerations as the 
likely degree of chronic disequilibrium in the future international balance of 
payments, the quantitative importance of multilateral trade and the extent 
to which nations would be likely to abuse a freedom to adopt discriminatory 
practices. ; 

Sir Hubert Henderson adduces historical evidence, and claims that the 
non-discriminatory system built up in the 1920’s ‘led to the disasters of 
1930-32’. It is true that the volume of world trade fell by a quarter between 
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1929 and 1932, but can this fall be wholly attributed to non-discrimination ? 
Would there not have been a serious fall in any case, discrimination or no 
discrimination ? The fall in trade between 1929 and 1932 does not in itself 
prove that it would have been better never to have attempted to rebuild a 
non-discriminatory system in the 1920’s. To prove this it would be necessary 
to show that trade would have fallen by less if the world had been free of any 
doctrine of non-discrimination; but this is by no means obvious, because, as 
we have seen, freedom to discriminate will lead to discrimination not only 
where this is right and proper, but also for purposes that are destructive 
of trade. It would also be necessary to prove, not only that the fall in trade 
between 1929 and 1932 would have been smaller had there been complete 
freedom to discriminate, but also that the absolute level of trade in 1932 
would have been higher. This again is by no means obvious. The volume of 
world trade rose between 1924 and 1929, a period when non-discrimination 
was the general rule, in the ratio 75:100, and fell again between 1929 and 1932 
in the ratio 100:75. Even if complete freedom to discriminate had, on balance, 
reduced the fall during the latter period (which is uncertain), would it have 
allowed the large rise that took place between 1924 and 1929, a period when 
large-scale disequilibria in balances of payment were at least masked by large 
scale lending? (This, of course, raises the further question of the unset- 
tling influence of large uncontrolled international lending ?* 

It is sometimes argued further that the recovery in trade between 1932 
and 1937 demonstrates the value of abandoning the principle of non- 
discrimination. But would there not have been a recovery in any case? 
The question is whether the radical departure from non-discrimination in 
the 1930’s made possible a larger recovery than would otherwise have taken 
place. It is impossible to give a definite answer, but it is worth recording 
(a) that the volume of world trade failed to recover by 1937 to the 1929 pre- 
depression level, although world production rose well above that level, (5) 
that during the years 1932-37 the recovery in international trade lagged 
behind that in production, whereas during the ‘ non-discrimination’ years 
1925-29 trade seems to have increased more rapidly than production.? 

It is not claimed that these statistics of the inter-war years prove the case 
for non-discrimination, but simply that they cannot prove the case against it. 

1See Economic Journal, March 1947, p. 98. 


* The following figures, which are derived from League of Nations publications, are not 
all strictly comparable, but seem to bear out these general conclusions: 


Percentage change in Volume 


of World 
; Production Trade. 
1925-29 Primary Products Se a me ee +11 +15 
Manufactures és ict ane suis Sac -+-27 -|-32 
1932-37 l’ood and Vodder soe a a dis + 6 ra, 5 
Raw Materials et Ser aie eS; ave -+ 57 -+ 33 
Manufactures zs ae itis sind ae +73 +46 
1929-37 Food and Fodder ae wae sae sie + 6 — 634 
Raw Materials nh re wae ee ae +16 + 8 
Manufactures Kae oe ive ase ads +20 —13 


Total 
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Even, however, if it could be shown that complete freedom to discriminate 
throughout the inter-war years would have been preferable to the fairly strict 
doctrine of non-discrimination which characterised at least part of the world 
for at least part of the period, it remains true that an international code, 
working properly, which allowed discrimination in certain circumstances but 
not in others, would have been better still. 

The history of the inter-war years provides a good illustration of the need 
for such an international code. The fact that it would have been particularly 
valuable in the critical periods of the 30’s reminds us that what we want is 
not just a ‘ fair weather’ code, to be introduced when ‘ normal ’ conditions 
return. It may be hard to secure acceptance of a code during a difficult 
period.such as the present. But it is precisely during periods of crisis that a 
workable code is most needed to prevent discriminatory practices getting 
out of hand. 

In discussing the merits of discrimination and of non-discrimination our 
main criterion so far has been the total of world trade—the criterion used by 
Professor Henderson. But even if it could be shown that freedom to discrim- 
inate would not lead to a greater world trade, it might still be argued that 
British trade could be increased, at the expense of other countries, by a 
departure from non-discrimination. 

This would enable us, for example, to use our bargaining power in an 
attempt to force other countries to buy more from us, often at the expense of 
our industrial rivals. ‘The question is not whether we should depart 
from the principle of non-discrimination if most other countries 
had already done so, but rather whether, if there were in operation, 
or in prospect, an international code of the type described, it would pay us 
to denounce it (which would almost certainly lead to its universal abandon- 
ment), so as to be free to exercise our bargaining power. Nations would then 
be free to discriminate in all circumstances, so that world trade would be 
smaller than under a properly working international code; could we hope to 
gain on balance by securing an increased share of a smaller total of trade ? 
The answer will depend on the extent of our bargaining power (which, it 
has been argued elsewhere,‘ is not so great as is sometimes supposed), in 
comparison with the unfavourable consequences that would result. These 
include the loss of importing power by countries adversely affected, which 
would react, directly and indirectly, on British trade; the danger, which is a 
serious one, of retaliation, espécially by the United States9; and a general 
deterioration in standards of commercial conduct throughout the world, 
which would, inter alia, reduce the possibilities of multilateral trade—a 
serious consideration for a country, like the U.K., which depends greatly 
on such trade.! 

Quite apart from the exercise of bargaining power, we might, for example, 
use freedom to discriminate to switch our imports from one country to 
another in the hope that we should thereby increase our exports without 

1 See Economic Journal, March 1946, and March 1947. 
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obtaining concessions from other countries in the way of reduced barriers 
against our goods. This could be done by taking imports from countries 
with a high propensity to import from the U.K. instead of from countries 
with a low propensity. For example, we might buy more South African 
oranges and fewer Brazilian oranges. Since Brazil took only 10 per cent of 
her imports from the U.K. in 1938, while South Africa took 43 per cent of 
hers, it might be assumed that the gain of importing power in South Africa 
would increase the demand for U.K. exports more than it would be reduced 
by the loss of importing power in Brazil. It must, however, be remembered : 
(i) that our oranges would almost certainly cost more than before; 

(ii) that Brazil might in turn discriminate against the U.K., and cut 

down her imports mainly from this country; 

(iii) that even if she did not do this, the loss of importing power in Brazil 
might affect British exports indirectly through the loss of importing 
power of countries that export to Brazil; 

(iv) that other countries might play the same game; for example, Brazil 
drew 25 per cent of her imports from Germany, South Africa only 
8 per cent of hers; so that Germany, who would be affected by Brazil’s 
loss of importing power, might in pre-war conditions have decided 
to buy more Brazilian oranges and fewer South African. 

The final result of our discrimination in favour of South Africa might thus 

not be very favourable, and it might be unfavourable. 

A few very general remarks may finally be made about Britain’s interest 
in discriminatory arrangements justified on the ground that they increase 
stability. If the stability helps to increase trade, well and good; long-term 
contracts may serve this end, but these need not necessarily, in my opinion, 
be considered discriminatory. Stability may sometimes, however, be bought 
at the expense of trade—a ‘ full employment club’ of nations, for example, 
might well have this result, the limitation of the area of trade more than off- 
setting the gain of confidence. Such an exchange of trade for stability we 
could hardly afford. The acquisition of our necessary food and raw materials 
is our most difficult problem, and must surely be our primary objective, 
even if it involves some internal instability; this we can somehow deal with 
by domestic measures, and if the two aims of ‘ maximum imports’ and 
full employment’ are in conflict, the latter must, up to a point at least, give 
way. Stability may, in the third place, mean the preservation of existing 
channels of trade, the slowing down of economic change. But for a nation 
that must welcome any new and cheaper source of primary production and 
greatly increase its own share of world exports of manufactures, to accept 
general discriminatory arrangements aimed at the preservation of the status 
quo would surely be a counsel of despair. 

No attempt has been made in these notes to given an exhaustive analysis 
of the case for and against non-discrimination either from the British or from 
the world point of view; nor have we discussed any of the details of plans for 
international co-operation such as Bretton Woods and I.T.O. The dis- 
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cussion has been largely theoretical and hypothetical. But when views on 
commercial policy vary so widely as they have recently done, it seems desir- 
able to seek agreement, at least on general principles, where agreement is 
possible, and so to isolate the reasons for disagreement. It is desirable at 
least to reach agreement that there is a case for as well as against non-dis- 
crimination. It is particularly important at present that, in applying dis- 
criminatory principles for good reasons, the world should not allow dis- 
crimination to get out of hand. It is vital not to lose sight of the fundamental 
case for non-discrimination, and those who emphasise the arguments in its 
favour (which tend to be forgotten) may perhaps be performing as useful a 
function as those who concentrate on its shortcomings. It is equally im- 
portant to recognise that, when there is a large scale lack of balance in inter- 
national transactions, universal non-discrimination cannot be justified or 
maintained; hence the need, not only for an international code to prevent the 
complete abandonment of the principle, but also for the fullest possible 
exploration of policies to minimise the disequilibrium, and so to restore 
conditions in which a large measure of non-discrimination may be possible. 


ANNEX 

The simple examples (a) and (5) on pages 380 and 381, of how dis- 
crimination against the United States may help to maintain world trade in the 
face of an American slump or of a reduction in American lending, took no 
account of the widely divergent effects on individual countries. 

We assumed that, on the average, countries had been earning Io per cent 
of their foreign purchasing power by exporting to (or borrowing from) the 
U.S., so that a fall of one-half in U.S. imports and loans would necessitate an 
average cut of 5 per cent in the imports of other countries. 

But countries like those of Central America, many of which send over 
half their exports to the U.S., would have to cut their total imports by much 
more than 5 per cent; while the total imports of countries like Eire, Denmark 
and Romania, which sent only one or two per cent of their exports to the U.S. 
before the war, would hardly be effected, although the proportionate fall in 
their imports from the U.S. might be large. Countries of the first type would 
not have a great deal to gain by agreeing, with other countries outside the 
U.S., to discriminate against U.S. goods, and to cut down their imports 
wholly from the U.S. Honduras, for example, which before the war sent 
nearly nine-tenths of her exports to the U.S., would, even if she discriminated 
against the United States, have to cut her total imports by approximately 
45 per cent to meet a fall of one-half in her exports to the United States; 
this is little better than the fall of 50 per cent in her imports that might 
theoretically be necessary if the world adhered strictly to the principles of 
non-discrimination.: Honduras might well prefer not to discriminate 
against the United States, in the hope that she might thereby obtain concess- 
ions from that country. 


1 For the sake of simplicity, the rather unrealistic assumption is made throughout that 
non-discriminatory cuts in imports will mean equi-proportional cuts in imports from every 


country. 
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Then again countries like Malaya, with a large export surplus to the U.S. 
(in 1938 Malayan exports to the U.S. were 98 million dollars, her imports 
only 10 million), might find it arithmetically impossible to balance their 
accounts wholly by cutting imports from the U.S. 

Even where this was arithmetically possible it would involve cutting their 
imports from the U.S. much more than in proportion to the fall in their 
exports to the U.S., ze. by much more than one-half in our example. It is 
true that adherence to a general agreement to discriminate against the U.S. 
would maintain their total trade at more than one-half the original level (to 
which it would fall under universal non-discrimination); but this trade would 
be very unbalanced, with imports from the United States cut to less than half 
the original level. It is not impossible, if the goods previously imported from 
the U.S. could not easily be obtained from other countries, that such an 
unbalanced total of imports would contribute less to the welfare of countries 
like Malaya than the lower, but balanced, imports that would result from 
universal non-discrimination. 

In this case ‘ Malaya ’ (using the term to denote countries which initially 
have a favourable balance with the U.S.) might be reluctant to discriminate 
against United States goods; and even if co-operation with other countries 
in such discrimination were ultimately to her interest, it would be politically 
difficult for a country which is a large dollar earner to cut down unduly on 
United States goods desired by her citizens. 

‘Malaya’ might well prefer to cut down her imports, so far as possible, 
in a non-discriminatory manner, but to suspend the free convertibility of 
her currency into dollars (either to forestall the reduction of imports from 
Malaya by other countries acting in a like manner, or to safeguard her 
reserves in the face of such reductions.)' This would lead to a widespread 
discrimination against United States goods according to quite different 
principles from those hitherto discussed. Currencies would no longer be 
freely convertible into dollars, and many countries’ purchases in the U.S. 
would be limited, not by any international agreement, nor by their total 
earnings of foreign exchange, but by the amount of dollars earned directly 
by exporting to the U.S. together with any dollars they could procure by 
exports to other countries that were prepared to pay, in part at least, in 
dollars. Discrimination of this type would not necessarily lead to the same 
results as discrimination under which each country cut its imports from the 
U.S. by the whole amount of the fall in its exports to the U.S.; it might well 


lead to a greater contraction of world trade (although it would not necessarily 
do so). 


1 In a sense, Britain was perhaps a ‘ Malaya’ during, for example, at least part of 
if, as in case (b) of the text (p. 381), we include arrosing from the US. ina Sountry dollat 
receipts. Our sales to, and loans from, the U.S. exceeded our purchases from her, and 
we used part of the difference to finance deficits with other countries. When borrowing 
ceased, we suspended the convertibility of sterling into dollars, and we did not cut our 
flow of imports from the U.S. by as much as our borrowing had been reduced : apart from 
drafts on our reserves, we also cut our imports from countries other than the U.S, 
(There is no space to pursue the analogy further.) 


Ay & k deel en 
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The reason is that countries of the ‘ Malaya’ type, even after the fall in 
their exports to the U.S., may as we have seen still have large dollar earnings; 
if they are then free to cut their imports in the least inconvenient manner to 
themselves, the only limit to purchases from the U.S. being the amount of 
their dollar earnings, they are likely to cut imports not only from the United 
States but also from other countries. This will tend to initiate a contraction 
in trade between countries other than the United States. Countries of the 
* Canada ’ type in particular, which have large deficits with the United States, 
will be adversely affected. Not only will they suffer a reduction in their 
exports to the ‘Malaya’ countries, as well as in their exports to the U.S., but 
the inconvenience of discriminating to the necessary extent against United 
States goods will be extreme. ‘ Canada’ (using this term to stand for coun- 
tries of the type described) will have to cut her imports from the United 
States, not only by an amount equal to the fall in her exports to the United 
States, but in addition by an amount equal to her original deficit with the 
United States (less any dollars which ‘ Malaya’ may be willing to pay for 
* Canadian ’ exports). 

These points are illustrated by the hypothetical example in the accom- 
panying table, which also shows that, under certain different assumptions, 
the results may not be so unfavourable. 

Column (1) shows the original equilibrium position. ‘ Malaya’ has an 
export surplus of 20 to the ‘ U.S.’, the ‘ U.S.’ an export surplus of 20 to 
‘ Canada’, and ‘ Canada’ an export surplus of 20 to ‘ Malaya’. 

Column (2) shows the position after a slump in the U.S. has reduced her 
imports from both Canada and Malaya by one-half (the example can be 
readily adjusted to cover the case of a reduction in American lending). 

Column (3) shows what happens if Canada and Malaya both cut their 
imports from the U.S. (presumably by agreement) by an amount equal to the 
fall in their exports to the U.S. (Case I). Equilibrium is regained with U.S. 
trade at 50 per cent of the old level, Canadian trade at 73 per cent and 
Malayan trade at 75 per cent. Malayan imports, which now stand at 75 
compared with the original level of 100, are bigger in total than they would 
have been if non-discrimination had been adhered to from the beginning; in 
that case the halving of U.S. imports would eventually have reduced Malayan 
imports to 50. But this smaller total would at least have been better balanced. 
Malayan imports from both the U.S. and Canada would, we may assume, 
have been cut by one-half; imports from the U.S. to 15, imports from 
Canada to 35. Instead of this, Malaya now has imports of only 5 from 
the U.S. and of 70 from Canada; and this does not necessarily contribute 
so much to Malayan welfare as the smaller, but better balanced total of 
50. It is not impossible, therefore, that Malaya may be even worse off 
under the agreement to discriminate against the U.S. in the manner des- 
cribed than she would have been if the world had adhered strictly to non- 
discrimination throughout. 

The remaining columns of the table show what may happen if free 


ar ii af af J ae " eof aw af qa 1 ee 
= i] = — — | — a =a aan 1 
Sz t SZ Go a Se, i SZ Sz Sz Sz | 0S “+ where WOLT 
OF fi OF OF | OF i Or Ov | OF OF i 08 “* epeue) Wooly 
i \ | | spodu 
— i — — | — | — | — — : -— — 
69 l 69 §z9 | OL | re) | £221 69 O€T | O€T 
oe ' 4 = | econ | ams, | ais eee a | or, 
Sz Se ai 22 $270 | ee Oe ee Bee {22 SUES te O¢ peawe “ ekReW OL 
Or $2 On TPE oF, | 14g 00 09 0OT |  O0T “7 epeuey OL 
y } | suodxq “WSN. 
i a eee 
OIT ! $26 06 06 #26 OST OIT OST OST 
Bees i pera rae a i a eas Sece es | = 
OL 0s 0s | os i 0s 0S os os ie BOS + ekeey Woy 
OF | tt OF Ov | §2r OOT 09 OOT - O0E a ‘SQ, wo 
} . : syuogua | 
——a —— a ——— 1! cae mates } se — eal 
OIT f $26 $260 ALS OLE H $26 #26 OIT OIT OST 
OL | *$ZS “iz | / (OL | wes «2S OL OL jodie 17 je ere OL 
OF OF OF OF " OF OF Ov ! Ov 08 on “Seer 3 
i ' sprogdxY VAYNYQO M 
= = 2 ee a ak | 13.2 ee Se eee 
66 i GL GL OOT ‘ SL GL GL oot ! OOT 
— \ — ; ; — — : ae 
OL |  «f@¢ stzS |. (OL I #EZS ct SECEDE ee OL OL i oe, “* epeueg Woy 
SZ | 2c ize. a Oe | $7z 427. ia ‘ 0€ la eat a ‘S' Woy 
; | ! ) spsoqu 
a t 9 =~ pee ; aed a iiss pre is 
66 | SL cL cL ; Clan A cL cL cL '  00T 
OL | 0s ost. Si Aas | hee Ge. ems | os |. 0g “+ epeueg OL 
A | Ge GZ i A SZ SZ SZ ' SZ os =’ i SOL 
(6) | (8) (z) ie (9) (s) (p) (€) (Z) | (T) suogx WAVIVIN 
———E——————E——EEE fa as ee 
| ; | -epeue) 
i "epeues Aq *syioduit | *sziodulr | *‘syiodur | *s}ylodult . "S'n 0} || pue eherewm | 
| yuouljsn{peer yno seq | yno seq yno seq | yno seq sj1odxe 119q} Ut 4q syiodur | 
eARlTe WW i JOq}INJ 19jisV eAeRlreW I3y | epeued JdyV epeuey soy | eAereW I01sV | [Tey yo junoue || Jo JUewysn(peer, U401Z1SOq 
Wor sziodurt || (344) uospsog (11) vornsog (1) womssod || (34) wossod ; (1) wosnsod my Aq ‘sn || exoyeq 3nq ‘EM! py Ur9140 
saseoiour pue |! ———A A ————_——_——_||_ wo sjyxodut_| -ouo Aq eAvreyy | ge 
3s1g s}ioduir || *eARTeW Woy sjziodur ‘| | qno eAere~ pue | pue epeues) | 
s}no epeuedy || 9Se9I0UT }OU ss0p 4nq jsIg s}IoduII sjno epeued i *ys1g szioduit syno eARleyy | epeueg qi0g qj0q Wor | 
AI asv9\| ITI 9sv9 II #809 1 #s09|| syrodur -s'q | 
a eI || sgonper qorqm 
*s1e]]Op jo o3e3z1048 Aq posmber yu9}xe 0} ATUO *S", | | duns *S' A 4afV 
JSUISZE S}eUTUIIIOSIP soljUNOD {sIe[[op O,UI s[qtWIeAUOO AjseIy IoB#UO,T OU safoueIIND | 


| 


‘epeuey pue ederep, Aq sjzueur}sn{peay eqissog 


NOTES ON NON-DISCRIMINATION 393 


convertibility into dollars is suspended, and discrimination against U.S. 
goods is carried only to the point required by each country’s supply of 
dollars. 

Case II (columns (4) and (5)) is where Malaya cuts her imports first 
(Canada meanwhile drawing on her liquid reserves to maintain her old im- 
ports in the face of a fall in American demand). Column (4) shows the first 
stage. Malaya’s total earnings have been reduced from 100 to 75 and she 
must therefore cut her imports from 100 to 75. The most convenient way 
for her will, we assume, be to cut imports from both Canada and the U.S. 
by one-quarter, from 30 and 70 to 224 and 52% respectively. As her dollar 
earnings are still 25, she can do this, and still have 2} in dollars to pay for her 
import surplus from Canada. Column (5) shows Canada’s reactions. She 
now has to cut her imports from 150 to 924, but she cannot cut imports from 
Malaya and the U.S. in the same proportion, because of her shortage of 
dollars. Her imports from the U.S. have to be limited to 424 (40 earned by 
exports to the U.S., 24 by exports to Malaya). The final position (Column 5) 
is, then, that U.S. trade is down to one-half, as before; Malayan trade is 
down to three-quarters, as before (but the reduction has involved much less 
hardship since no violent cut has been made in imports from the United 
States—-Malaya was right not to co-operate in the alternative plan of dis- 
crimination); Canadian trade is down to 62 per cent compared with 73 per 
cent and the whole of the extra cut has had to be made in her imports from 
the U.S. 

Canada is obviously worse off in Case II than.in Case I, and she may 
even be worse off than she would have been under universal non-discrimin- 
ation; for although this would have meant a still greater fall in her total 
trade, to 50 per cent, the smaller imports would at least have been better 
balanced. 

Columns 6—g show what happens if Canada makes the first cut, Malaya 
meanwhile drawing on her liquid reserves. On the assumption (Case IIT) 
that Canada does not attempt to make good the cut in imports from the U.S. 
by extra imports from Malaya, we reach exactly the same result as before 
(column 8 being identical with column 5). On the alternative assumption 
(Case IV) that Canada, after cutting her imports from the U.S. to an amount 
equal to her earnings in the U.S., increases her imports from Malaya until 
they equal her exports to Malaya, we get a greater total of trade, but Canada’s 
imports are even more unbalanced than before. 

The discussion in this annex has shown that discrimination against, say, 
the United States, in the event of an American slump or a reduction in 
American lending, may take several forms, and lead to various results accord- 
ing to the assumptions made (no attempt has been made to cover all the 
possibilities). It has also brought to light the divergent interests of countries 
of various types. 

Countries of the ‘ Honduras’ type, whose exports are sold mainly to the 
U.S., may have little or nothing to gain from discrimination. 
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Countries of the ‘ Malaya’ type, with export surpluses to the U.S., may 
have more to lose by agreeing to cut imports only from the U.S. and to 
maintain trade with other countries, than they would lose in a world that 
adhered strictly to non-discrimination; and their best course, in our example, 
would be to avoid discrimination so far as possible, but to suspend the free 
convertibility of their currencies into dollars. 

This reaction to an American slump would be disadvantageous to 
countries of the ‘ Canada’ type, with import surpluses from the U.S.; they 
may even have more to lose from such a development than from universal 
adherence to non-discrimination. 

It may be that countries outside the U.S. as.a whole can benefit from dis- 
crimination which helps them to concentrate their limited power to import 
from the U.S. on essential products not easily obtainable elsewhere, and to 
maintain their mutual trade; but individual countries may suffer, because of 
the redistribution of dollar purchasing power involved. 

All this tends to weaken the case for discrimination made on pages 381-2 
of the text, which took no account of the unequal effects on individual coun- 
tries, of the possibility that some countries would refuse to co-operate, or 
of the less favourable results that might ensue if discrimination took a form 
different from that assumed. It also reinforces the case for a carefully worked 
out international code, if the whole scheme is not to break down through the 
clash of interests that has been revealed. Finally, it reminds us that the quality, 
or composition, of international trade is important, and that the quantity alone 
does not tell the whole story. 

G. D. A. McDoueaLL. 
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EDITORIAL NOTE 
The following tables illustrate the economic developments in U.S.A. 
and individual European countries by presenting the trend of production, 
prices and foreign trade in recent months compared with typical war and 
pre-war years. 


Explanation of symbols : 
the figure is not available. 
() figures provisional or approximate. 
— figure is negligible. 


TaBLe I. UNITED STATES. 


Index Nos. 1935-39=100! Monthly Averages 1947 
1941 1945 1946 | Mar. April May June July Aug. 


Personal Incomes, bill. $2 95.3 171.6 177.2| 191.8 190.2 191.5 195.1 196.1 194.4 


Consumer Expend., bill. $? 82.3 121.7 143.7] 156.8... LooO 
Dept. Store Sales— 

Malueindexe? -.. = 133°)" 207 264 2 Sie 2 1 Ome OUER ZS ON 2557; 282 
Vol) Index/of Farm Mktgs.4-115- 138 138 | 122° 116-126 -138° - 167 152 
Employmt.,® millions wer 35.7 238.1 39.05) 42.0 9241:8'7°42:0 +4233 42.1 42:6 
Unemploymt., millions ... 5.0 ibe 23 23 2:4 2 OMe ee2. Ome 2 Ome 6 
Buildg. Contr. Awarded : 

Value Index... pooeeel Sap Oy 266 250) 232,98 222 es8e 27k 298 

Vol. Index eae ep. wl 83 86 §=66168 120 e1308 126 98 1300145 158 
Ind. Production Index : 

Durable ... ise soe ZOU 274,192 225 E222 e218 219207, 211 

Non-durable_... .. 142 166 164 7S LZ Oe OSmmmet OFF 170 

Minerals ... 2 LS 7y 1136 148 142 151 148 141 150 


Manuf. Orders—Index* 2203" 2189" 211 249 241 +235 245 231 230 
Manuf. Inventories : 


Index’ ... as pos LDS 164. 203 Pie PS FIRS PPR PRS Pi 
Wholesale Price Index : 

Farm Products .. 108 169 198 240 235 eo 234 259 e238 

Foods... 535 Os eed S4 ae LOSe ect. | 20pm 202 e205 eee) ee 217) 

All others ae el LO met 23 eet so 162) 1635) 163 95 163 ee 6568 
Cost of Living Index a2 05 128139 156 156 15615 58 ath 
Facty. Av. Hrly. Earngs. 

cts. e. asia ee See OZ gee 08 11S See ORe 121123 eee 2S 124 
Imports :) Total, Mill. $ ... 279 ~ 344 410 | 444 512" "474" 463 ©4507" 399 

from Europe, Mill.$ ... 24 mee 66 50 68 58 69 72 fat 
Exports: Total, Mil. $ ... 427 820 812 | 1327 1299 1423 1242 1151 1150 

to Europe, Mill.$ ee ZS oe 342 | 484 496 517 431 406 e 


Sources: Bureau of the Census for Unemployment; U.S. Department of Commerce for 
Income Payments, Consumer Expenditures, Farm Marketings, Manufacturer's Orders and 
Inventories, and Foreign Trade; U.S. Department of Labor for Employment, Prices and 
Wages; Federal Reserve Board for Dept. Store Sales, Building Contracts and Ind. Pro- 
duction, 

: All index numbers, except those of prices and of manufacturers’ orders, inventories and 
farm marketings, are adjusted for seasonal variations. 

2 Seasonally adjusted at annual rates. 

3 Quarterly figures, seasonally adjusted at annual rates. 

4 The monthly figures are no longer seasonally adjusted. 

5 All employees in non-agricultural establishments, unadjusted figure. : 

6 Value Index defiated with the (Engineering News Record) Index of Construction. 

71939=100. 
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TaBLe II. UNITED KINGDOM? 
Unit Monthly Averages 1947 
1938 1945 1946| Apr. May June July Aug. Sept. 

Production of : 

Coal (Wkly. Av.) Mill. tons 4.4 315 3.6 anit 3.8 3.990133. 3:3 3.8 

Steel (Wkly. av.) 1,000 tons 200 227 8244 236 2440254 2Z12*" 2347 7 266 

Cement ...| 1,000 tons 643 338 548 6012 5342 586? 7872 613 628 

* Bricks Millions 650 102 288 349 395 400 411 372 438 

Passenger Cars Thousands 28.0 1:4 18.3" | 24:2 27S e297 24 Oe 20. Oe coe: 

Comm. Vehicles ...| Thousands 8.8 10:2° “12:2. 1-123 14:3. 14:32 Os107- 16:6 

Merch. Vessels? Mill. gross tons V0) S246 12765) 12832 2.86) BL.8ON Fl Sa Ni8s a. 1.00 

Electricity ..-| 1,000 Mill. kwh 2.0 Sal 3.4 3.4 Suk 2.8 2.9 2.8 3.2 

Gas (weekly av.)...| Mill. therm 31:9 39.1 42.4 | 43259039:9 W36%jeg85:57S5.7)) 35-85 

*Perm. Houses‘ ...| Thousands 30.0 0.22 4.12>. 8.74 10.58 10.80 11.29 10.14 12.85 
*Employmt: Total® | Millions 17.9. 10.3 PLS WeiSi2e 18.39 £8418. Gee LS eel one 

*Manuf. Ind. Millions 6.8 6.8 6.6 7.0 7.0 Ted Fica! ym | Tee 

*Manuf. Exports Millions LO MOALS L315) EASE I4D © eS ie 52 Sel ose elene 
*Unemployment® ...| Thousands -| 1,688 103 359 AZT 3320 eee, 256 250 240 
*Retail sales (wkly.) | 1938=100 L007 £65 137 148 156 148 149 143 158 
Wholesale Prices 

Food and Tobacco ma 100 163 163 168 169 171 $739 2726 169 

Ind. Prod. na - 100 169 178 193 196 196 200° #202. 205 
Cost of Living? a o../ 00 P8S0— GI380 $0130") £30 £300 eas 
Retail Prices ...| June 1947 =100 Pe was 2a Se as 100 101 100)... 101 
Weekly Wage Rates | Sept. ’39=100 of 1505 #162 166 16079" 167 167 168 169 
Ret. Imports £ Mill. his eO2, 4108 147 153 154 L7DUeTa 161: 
U.K. Exports ne 30h 8.33 76 83 90 93 110 94 99 
Terms of Trade® 1938=100 100 893 95 94 93 93 91 92 93 


Sources: Monthly Digest of Statistics; Ministry of Labour Gazette; Board of Trade Journal. 
1 Figures for items marked * refer to Great Britain. 

3 Average of fiive weeks. 

2 Tonnage under construction at end of period, 100 gross tons and over. ‘ Completed. 

5 Including employers and self-eniployed, but excluding Forces, Auxiliary Services, Civil Defence 
Police and private domestic service. All annual employment figures refer to mid-year. : 
* Number of insured workers registered as wholly unemployed or temporarily stopped. Mid-yearly 

or mid-monthly figures. 


7 Discontinued in July 1948. ® Ratio of export prices to import levels. 


Taste III, FRANCE. 
Unit Monthly Averages 1947 

1938 1945 1946 | Apr. May June July Aug. Sept. 
Production of : 
Coal! ..| Mill. m.tons | 4.0 29 41] 42 40 3.4 4. 
Electricity 40h.| OG0.Milt kwh (4415 o:d4 a0d8 ets bo Saw Gunes 26 29 
Steel Mill. m. tons | 518 134 369 | 508 505 465 470 461 520 
Cement... _...) 000 m. tons | 296 127 281 | 329 363 355 373 208 
Comm, Vehicles | Thousands 35 i027 5.2 Bbi64, 47. 5908 eon ee 
Passenger Cars _ bi 152. Ob 2,5i1 6,5 died eek hee sane 
Cotton Fabrics | 000 m.tons | 121 2.7 841| 11.9 113115 98 .. 
Building plans? 000 cbm 7065 TS ats Gri Sten ae ee cae 
Wagon ldgs. (daily)} Thousands | 41 17 31/1 36 36 31 37 é 
Unemployment -f 3736 15.8 159 es OP ea ed a 
Wholesale Prices...| 1938-100 | 100 375 648 | 847 946 904 882 oon | 
Retail Prices? i: 100. 393 645 | 837 886 935 965 1068 1157 
Imports 000 Mill. frs. 28 +0 0 19.5 27.6 (32)4 29:9 29.3 26.6 ; 
lexports oc ae 25 09 8.5.| 20.4 188 19.7 17.7 155... 


bpecae eter ho de la Statistique Générale de la France. 
ncluding lignite. 2 Tn Paris and 9) 
* Retail prices in Paris of 34 articles. zs pas 
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TaBLE IV. BELGIUM. 
Unit Mthly. Averages 1947 
1939 1945 1946} Mar. Apr. May June July Aug. 
Production : 
Total Industry 1936-38=100 | 95 34 80] 92 98 97 94 90 ... 
Coal : Mill. m. tons Zromed.S 2159) | 22206251. 8852:08 2:01,41.86. 1.83 
Steel 000 m. tons 25 ORE Ol BOL) 22001 234223 e324) ae ee 
Cement es ZUST+ PUSS: |) 145) | 21790236) 198e 252 
Electricity Mill. kwh 466 382 520 | 604 579 571 550 559 
Textile Ind. 1938=100 LUSMS8 92 116.0117" 104.9108 | 102 
Paper Ind. 3 ss J20 ee 26n LOGUE 25.8135) 30 55d 2+ 
Buildg. Activity Thousands BO LL Sol eee CeO ted Ae SO een 
Unemployment? 3 195 145 67 O49 pk gAt5) g:46r0 55.2549 
Retail Prices 1936-38=100 | 106 329 334 | 330 331 332 334 338 352 
Imports 000 mill. frs. Oe tame. lOO O:Olm O28 O.4 LO. meal 
Exports ‘ Bane Se cOs 2.5) le 48 563) 4) 56805 839 


TaBLE V. NETHERLANDS. 


Unit Mthly. Averages 1947 
1939 1945 1946} Mar. Apr. May June July Aug. 
Production : 
Coal ...| 000 m. tons 1,072 424 693 | 885 818 779 829 891 802 
Electricity | Mill. kwh a23 (93) 225,287 258244 232) 24 5 en 
Bricks Mills. Ob (7.6 45:3 || 57:4 48.4 41,3. 47:8 54.4.9... 
Cement 000 m. tons 45ie20.2)°33.0)1:25.0:. 51,3, 54:4.52.0. 58.8 49.0 
Butter 000 m. tons ORS 24 Aa 2A 3.0) 0:8 9a 25, de O.0 
Cheese 000 m. tons LORS Seo a 2-9) eee Oo LOO ad 2 ed 

Unemployed? | 000’s 235.0. S48 Sel OL 24.) onl Of SO eee ZO 2, 

Retail trade? | 1938=100 113 DAG OY ou Zhe MNES olf) PD) a 

Cost of living | 1938-39=100 | 101 Aan 200 ME 200 e200 meee ee 

Wage rates : 

Industry ...| 1938-39=100 | 101 131 165 | 166 165 165 166 166 169 
IASEICUILOTE! | i5-n "ysis 100 225% 241 | 241 241 241 241 ee ses 

Imports Mill. fl. ZO pee | COS 59S JOR AO AZO SAS 

Exports F PP BI 16965 |.5138i0143 134 121 14% 164 
Source: Central Bureau voor De Statistiek ; Rotterdamsche Bankvereeniging. 

1 Registered wholly unemployed excluding public relief workers. 
2 Value of turnover of department and chain stores. 3 December. 
TaBLeE VI. DENMARK. 
Monthly Averages 1947 

Index Nos. Unit 1939 1945 1946] Apr. May June July Aug. Sept. 
1938=100 
oduction : 

Tadastrial Index 105 79 96 99 100 100 102 103 104 
Animal prod. By 101 68 76 82 85 86 80 3) tees 
Butter S ogodimetns/a15:2 110 107 1100) (1276 13-712. Oe 10:8 
Meat (pork) © See, f27.4 gt5-1 ~169 1218.5 17.0 18.2707 ACSI 2 ees 

Electricity Mill. kwh | 691 76 88 | 102 96 96 88 114 116 

Wh’sale. prices | Index 105 190 188 | 202 204 205 210 210 210 

Cost of living...) 101P) 159158 | LOl et eee: 2U5 163 ere ae 

Imports .| Mill .kr. 145 58 236 | 219 300 367 292 260 

Exports oe 132 75 134 | 196 236 190 212° 163 


Sourcet Danmarks Statistics, Statistiske Efterretninger ; 
Bulletin of Statistics, 


11938. 


United Nations, Monthly 


398 


THE BULLETIN 


TABLE VII. NORWAY. 
Monthly Averages 

Index Nos. Unit 1939 1945 1946 Mar. Apr. 

1938=100 
Ind. Prodctn. Index 106 69 100 114 «114 
Unemplymt.! Thous. Bes SA aA | GS ee 
Elec, gen. | Mill. kwh} 851 820 938 | 1004 942 
Retail Turnover] ValueInd.| 105 120 182 227, GZS 
Cost of living Index 102 419156 9160" |S 161) 5 Lot 
Imports ...| Mill kr. 1145 “100: + .183'4}" 308” 347 
Exports oas\|. ae ss 67 27° 510054108 813k 

Source: Central Bureau of Statistics. . 

1 Employment Exchange Returns. 

Taste VIII. SWEDEN 
Monthly Aver. 

Index Nos. 1939=100 Unit 1939 1945 1946| Apr. 
Ind. Production Index 100 85 103 | 106 
Ind. Employment?! on LOOs ATS SEES! pi iZ 
Unemployment? Per cent O 2 s4:5 ee 3-2 le 2-6 
Steel Production 000m. tons 99 100 101 | 101 
Cost of Living ... | Index 100 143 143 | 149% 
Imports iat ace pe Mill @ikcr- 204 91 61} 355 
Exports athe 3 cae 157 147 210} 220 


1947 
May June July Aug. 
1235) 122 79) 4120 
6:2 5: Cee. 3.0 
928 934 851 854 
PEL Fea aoe wee 
162) 5 161 tol 159 
S16, 385" 295EaNeT 
L719. 239) 4 ee 4S 
1947 
May June July Aug. 
105 106 106 
PE TT oa. 
iS ih eles 
130 944 65 
watt Wee, 1522 ete 
460 467 520 496 
2519295, 318, 9318 


Source: Index, Svenska Handelsbanken ; Quarterly Review, Skandinaviska Banken ; 


United Nations, Monthly Bulletin. 
2 Percentage of trade union membership. 


1 Including mining. 
5 Refers to end of quarter. 


TanLE IX. SWITZERLAND 


Index Nos. 
1938=100 Unit 
Employment : Quart. 
All Industries ...} Index 
Building ... rp 
Metal Ind. a 
Chemical Ind. 24 
Textile 5 E 
Food Ind. ne 
Electricity gen.? Mill. kwh 
Building permits : 
New Flats ...| Numbers 
Factories? “a 
Tourism’ ... ....| Thousands 
Cost of Living ...| Index 
EmPportsiee..; -..| Mill. frs. 
Exports aK an ‘ 


Monthly Averages 


1938 


100 
100 
100 
100 
100 
100 
448 


703 

93 
630 
100 
134 
110 


1945 


110 

89 
122 
130 

76 
106 
666 


752 
167 
264 
152 
102 
123 


1,043 | 1122 1362 1372 1 
3 


1947 


Mar. Apr. May June July Aug. 


1946 

123 130 
108 110: .. 
138 144°... 
157 68s <. 
87 OF auc<c 
120 123 
696 

267 274 . 
506 

152 

285 

223 


595 675 764 


481 551 606 
155 156 158 159 159 159 
391 405 409 379 413 361 
283 258 265 299 276 219 


UB VAS 

120 css 

1467 =: 

Li Sara 

95 en 
L2G" Sens 
750 787 765 
107 1295 1625 
ZO Ler ee 
839° 1164 1536 


Source: Schweiz. Nationalbank ; Département Fédéral de l’Economie Publique. 

* Incl. extensions and structural changes. 

* Monthly average, lst quarter. ‘ Number of nights spent by foreign tourists in Swiss 
hotels. ° Monthly average, 2nd quarter. 


1 Public power stations. 


® Corrected. 
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TaBLeE X. ITALY. 
; Monthly Averages 1947 

Unit 1939 1945 1946 | Mar. Apr. May June July 
Electricity Prod. ....000M. kwh} 13 09 1.3 1.34 —-1:5'~ 1.8 1 Seed. S 
Coal Imports .| 000 m. tons | 11002 353% | 505 642 903 1049 905 
Unemployment -| Millions ec La 2: Cie eee ete ae ee 
Cost of Living? _...] 1938 =100 a 3829 4182 4384 4668 4813 
Imports* -| 000 M. lire °0.9 AOZ 3851 9 S8.de osc ae 
Exports ae 0.9 oie 44 425 


Source: Instituto Centrale di Statistica : 
i Average 1935, 1937 and 1938. 


3 New Index. 


United Nations, Monthly Bulletin of Statistics. 
2 Average April-December. 


4 Including U.N.R.R.A. 


TaBLE XIV. HUNGARY. 


1947 
Unit 1938 1945 1946 | Mar. Apr. May June July Aug. 
Production : 
Coal -| 000 m.tons} 87 58 60 81 81 83 81 Soa: 
Lignite hee 693 343 466 | 643 599 613 580 618 ci6E 
Pig Iron ry 28 2 13 23 26 28 28 27 ats 
Bauxite 1 SS 45 ee 8 23 29 39 37 Mei Aa 
Petroleunt -../;,° GF 3.6 58 57 53 51 DL 48 49 ens. 
Wagon loadings} Thousands} 114 aoe 47 74 75 84 100 ios 2649 
Cost of living...}1937=100} 101 ois 414 431 ~425" 9476-388" "9383 
Imports! .| Mill. fl. 119 31 B20 et 13 6 ee 25 20 el 4, 
Exports? ae 5 ae 152 35 77 89 74 92 95 64 
Source: Office Central Hongrois de Statistique. 
1 Ecluding U.N.N.R.A. imports. 
2 Excluding reparation deliveries. 
TaBLE XVI. GERMANY: BRITISH ZONE. 
Monthly 
Unit Averages 1947 
1936 1946 | Jan. Feb. Mar. Apr. May June July 
Ind. Production : 1936=100 100) 38 28) 26,5930) 933) 34 3436 
Prod. Goods! an ames i00 36 sy SI BE Gye sks si} AD 
Cons. Goods a 100 21 Sin Seo 22S ee Se 
Prod. of : 
Coal (daily) 000 tons 3900178, | 216" 227 233, 210) 216 2us e224 
Estee! Suh oo» 1156 194] 149 163 217 212 214 204 237 
‘Cement he s3s 445 107 75° 64 71 124 1591475136 
Potash a ees Si) 17.85 |) 14.6) 8:7, 9 114-5 20 4822 0k5 
Cotton Yarn Fi cate LOS bad, 22 eZ Ae 24 ee A 
Electricity gen. Mill. kwh .. 827 | 1033 934 977 885 864 864 894 
Imports Mill. £ the74 ee witey AE mackie | Dao arabe 
EXPOrts) | ea. ee ee By 2.9 Wah PU Webs PE BIS) cael 080 
Imports Bizonal® Mill. $ fo Ast Sena ely WAZ atin NST) 
11-4138 1541 ioe 22.4 


Exports Bizonal 


” ” 


Source : Statistical Bulletin of the Control] Commission for Germany (British Element). 

1 Incl. investment goods (iron and steel, foundry products, vehicles, building materials, 
etc.) and producer goods for general requirements (coal, oil, gas, electricity and chemicals). 

4 Incl. sore staple fibre. 

3 Excl. deliveries paid for by appropriated funds. 
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TABLE XVII. AUSTRIA. 


a 


Monthly 
Averages 1947 
Unit 1937 1946 | Feb. Mar. Apr. May June July Aug. Sept. 
Production of : ‘ 
Coal ...| 000 m. tons 19.2 8.7) 13.1 15.7 14.3 14.4 14.5 16.0 14.6 15.1 
Pigeivone eee os ete ss 3273 4:71 O.40002. MEU ORISI6 P1827 "35308 35-08S8:8 
Steel Meco bs 54.1 15.6] 13.7 20.6 31.2 29.4 28.7 38.4 34.4 34.2 
Cement * 35.4 30.6] 8.2 16.4 28.1 30.9 32.4 30.4 24.4 “ 
Glass 000 sq. ave ... | 190.2 302.1 286.3 248.7 236.3 222.3197.2 ... 
Cost of Living! | Apr. Aen 100 161]) 197982120216 238) 239993329 38434 
Imports ...| 000 Schillings 121. 1 31.7) 42.8 72.9 88.1 94.4 98.3112.3112.2 ... 
Exports sah eins An 101.4 18.3] 27.8 45.5 46.0 64.2 74.7 71.7 68.6 


Source: Monthly Bulletin of Austrian Statistics (British Element). 
1 In Vienna. 


TaBLE XI. FINLAND. 


Index Nos. Monthly Averages 1947 

1939=100 Unit 1939 1945 1946 | Mar. Apr. May June July Aug. 
Production : 

Home Ind. Index 100 56 74 91 90 8 8 

Export Ind. Pe 100 51 69 85 185 86, 186 
Electricity Mill. kwh 259 247 244| 254 226 237 222 191 238 
Cement (Consmp.)} Index 100 52 60 93 Wie ties SSeah. 22 
Wholesale Prices A 100 365 571 | 633 640 648 652 668 712 
Cost of Living 1938-9=100 101 282 450} 524 546 559 567 593 ... 
Imports ... ..| Mill. Mark. 631 572 2,027} 1138 1463 3845 3939 4899 4001 
Comm. Exports 5 Fe 643 436 1,920} 783 2101 4857 4585 5769 5498 
Reparation Deliv.| ,, 5 eae 585 731) 784 450 726 841 ... 


Source: Unitas, Quarterly Review of Trade Conditions in Finland; Monthly Bulletin 
Bank of Finland. 


Tasrz XII. POLAND. 


Mthly. Averages 


Unit 1938! 1945 1946 

Production : 
Coal sa ...| Mill. m, tons S.aee 2.0eS. 9 
Pig Iron ... -..| 000 m. tons Thee 21s ty6t 
Steel - bys 1205 45; 4102 
Cement be 14355 S3.a0k7 
Glass me te 2iy 35 93.4 
Paper ea sae rr Lids 3.4912.4 
Electricity ...| Mill. kwh 319 418 476 
Cost of living* ...| Index? ae 12° e 06 


Source: Central Statistical Office of the Republic of Poland. 
1 Pre-war frontiers. 
2 At Warsaw; base: April, 1945=100. The calculation is based f 
supplied by the ‘Municipality.  siiaieaps ds 
* Average April-December. 


Production : 
Coal Pas 
Electricity 
Pig Iron : 

Wh’sale Prices! 


Cost of living* ... 
Imports 
Exports 
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TaBLeE XIII. CZECHOSLOVAKIA. 


Unit Mthly Averages 
1937 1945 1946 | Mar. 


000 m. tons | 1,398 952 1,181] 1438 
Mill. kwh 334 341 464 567 
000 m.tons| 140 48 80 123 


Jan.-March 

1939=100 = 04 284° |) 300 
1939=100 ma 68. 305 302 
Mill. Kr. O15 162853, | 1965 


” ” 996 498 1195} 1814 


Ix 


AOI 

1947 —— 
Apr. May June Julv Aug. 
1371) 1323 1242127891196 
O21 eT 514 4925 24. 
LLG 124.123 1205 120 
29520) ee Zo OU OZ 
ZSOM AST SZ oOee Dia 
2262, 2853 2693" 2567 2537 
2452 2580 2479 2371 1916 


Source : Zivnostenka Banka, U.N. Monthly Bulletin. Statistic Bulletin of Czechoslovakia. 
1 Bohemia, Moravia and Silesia ; from January, 1946, some products of Slovakia. 


* At Prague. 


3 May to December. 


TarRLE XV. BULGARIA 


Monthly Averages 


Index Nos. Unit 1939 1945 1946 
1939=.100 Mar. 
Industrial Prodctn. :| Index 100 106 116; 118 
Investment Goods 4 100 SLesS. 107 
Food, Drink, Tob. = 100 96 99 54 
Other Cons. Ind. 3 100 Zee | et Sh 
Electy. Generated Mill. kwh 22 33 36 40 
Wholesale prices Index 100 550 627] 694 
Cost of Living 100 509 573 | 632 


Imports 
Exports 


Source: Direction Générale de la Statistique, Bulletin Mensuel (Sofia). 


Mill Leva | 433 485 1,460| 1 


147 


. 505 1,019 1,245 | 1704 


1947 

Apr. May June July Aug. 
116 127 144 143 141 
1245 TAS G7 27 Ome Loo 
56 58 53 33 52 
27, S055 7 00 meet oS 

37 39 37 38 
700 685 687 694 694 
631 Ol 031 a 645 OSL 
2050 1093 1012 2260 1749 
1259 1044 3093 1459 3131 
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